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Detica
at a glance

Detica Group plc
Annual report and accounts 2005

Detica is a business and IT consulting firm that
specialises in the delivery of intelligence systems.
We help large Commercial and Government
organisations turn complex data and information
into relevant and useful intelligence. We work in
the following areas:

Business intelligence

improving business efficiency and decision making quality by exploiting inteiigence on key business
performance indicators,

National security

Using intelligence derived from IT and communications technologies for National Security applications.

CRM

Increasing profitability by using customer intelligence to drive improved marketing, sales and customer
service processes.

Fraud and security

Detecting fraud and malicious attack by analysing intelligence from business stems and public
data sources.

Risk and compliance management

Ensuring regulatory compliance and minimising business risk by analysing intlligence on customer

and employee behaviour.




@hairman’s
statement

Chris Conway
Chairman

Introduction and highlights

We are very pleased to announce
another year of excellent results
for Detica,

We achieved another year of very
strong growth with revenue up 33%
to £71.0 million. Group profit before
tax* rose by 29% to £12.5 million
before expensing cur investments
of £2.6 million in StreamShield and
£0.5 million in establishing our US
operations. After expensing these
items, Group profit before tax*
grew by 2% to £9.4 million.
Adjusted** diluted eamings per
share increased modestly by 3%

to 30.2 pence. Cash generation
continued to be strong and we
ended the year with £21.5 million,
an increase of 21% on last year.

Within the core UK business, our
National Security and the wider
Public Sector business units
continued to show very robust
growth. We were also pleased to be
able to show good organic growth
in our Commercial business.

*Before deducting goodwill amartisation of
£653,000 (2004: £435,000}.

Detica Group ple
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Qutside the UK, the major milestone
was the opening of our office in

the Washington DC area and the
recruitment of the Managing
Director of Detica Inc. Subject to
the necessary US Governmental
approvals, we will shortly announce
the Chairman and Non-Executive
Directors of the separate board
established for our US business and,
until such time, we will continue

to service the growing revenue
streams from our US clients from
our UK business.

Our previously announced
investment in StreamShield
Networks continues and, as planned,
we expect to deliver modest
revenues during the current financial
year. Qur work to date has
established that there is strong
appetite for a clean intemet service
both from the network operators
and ISPs that deliver intemnet traffic
as well as end users. We therefore
remain confident in the prospects for
this new business.

**Bafore accounting for goodwill amortisation of
£653,000 (2004: E435,008&4and the exceptional
tax credit of £905,000 (2004: £1,736,000).

People

Detica is primarily 2 people business
and | would like to thank all of our
staff for their part in delivering this
excellent set of financial results,

I would also like to extend a warm
welcome to all of our recent recruits
and, in particular, the 35 individuals
who joined us as part of the
Extraprise acquisition just after

the year end.

Detica has an outstanding ten-year
record of growth and an important
aspect of the business has been

and remains managing this growth.
During the year we took steps to
further strengthen the management
team throughout the Group.

in particular, Colin Evans was
promoted to Managing Director of
Detica UK and Dean Bakeris and
Simon Gawne were appointed as
Managing Directors of the new

US and StreamShield businesses
respectively. We also continue to
recruit high quality individuals with a
broad range of experience below this
level to ensure a high calibre pool of
candidates for intemal promotion.



"..we are confident in our
ability to deliver significant
growth. The outlook for
Detica remains good.”

el ERIIFIAII W SR A PRI T

Turning to the Group's strategic
advisors, Sir Stephen Lander stepped
down as an advisor to the Group
during the year, to take up his new
role as Chairman of the newly-
created Serious Organised Crime
Agency. He remains a Non-Executive
Director of StreamShield Networks.
We are delighted to welcome Nick
Baker, formerty Deputy Chief
Investigations Officer of HM
Customs & Excise and Andrew
Pinder, formerly e-Envoy to the UK
Government, as new strategic
advisors during the year.

Our overall staff numbers continue
to grow strongly and, at the time
of writing, the Group employs

over 650 people. Though there has
been growing salary pressure and
competition for people in the last
six months, | am pleased to say that
we continue to attract the highest
calibre individuals, who relish the
intellectually demanding work that
we do and our recruitment pipeline
still shows that we have one of the
strongest employment offerings in
the market.

weRIRE NIVt
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+15%

Increase in total dividend compared
to prior year

Dividends

The Board is recommending a final
dividend of 4.2 pence per share,
which, if approved by shareholders
at the Annual General Meeting

on 21 July 2005, will be paid on

29 July 2005 to shareholders on

the register at 24 june 2005.

The ex-dividend date will be 22 June
2005. With the interim dividend the
total dividend for the year will be up
15% to 6.3 pence (2004: 5.5 pence)
per share.

The Board

During the year there were no
changes toithe Directors of the
Company. | would, however, like
to welcome John Woolthead who
joined as Company Secretary in
January 2005.

Corporate governance

Detica is committed to high
standards of corporate governance.
The Company has been in full
compliance with the provisions set
out in section 1 of the 2003 (Revised)
Combined Code throughout the year,
Further explanation of how the -
principles have been applied is given
in the Corporate governance section
of this report on pages 25 to 30

and in connection with Directors’
remuneration in the relevant section
of the Remuneration report on
pages 31te 35.

Strategy

The overall Group strategy remains
unchanged. Cur priority is to
continue to grow our core UK
business where our focus on
"Information Intelligence” and
growing cur peol of intellectual
property enables us to stay at the
high end of the IT consultancy value
chain. In addition, we intend to build
a robust and profitable business in
the US replicating the success we
have achieved in the UK National
Security market and aim to bring our
strategic investment in StreamShield
Networks to fruition. We also remain
vigilant for appropriate high quality
acquisition opportunities,

Outlook

Based on these strategic
opportunities and a good start to the
current financial year within our core
business, we are confident in our
ability to deliver significant growth.
The outlook for Detica remains good.

Chairman
20 May 2005
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Our core business continues to produce class-leading
growth in revenues and profits
Another very strong performance in the Government sector was supported by a return

to robust organic growth in our Commercial business. Success in the Commercial
business resulted from a sharper focus on the Telecoms and Financial Services markets.




&hief
Executive’s
review

Tom Black
Chief Executive

The year to 31 March 2005 was an
excellent one for Detica. We achieved
another year of strong turnover

and profit growth in our core
business, launched StreamShield
Networks, our new intemet content
security business, and set up our new
operation in the US.

Group revenues grew by 33% to
£71.0 million, capitalising on
ongoing strength in our Government
markets and on steadily improving
Commercial market conditions. { am
delighted to report that this has
been our tenth consecutive year of
growth in tumnover and profit before
tax* and that our revenues have
grown on average by 28% in each of
the last five financial years.

Our business focus on the
information intetligence market

is increasingly producing results as
we become recognised by dlients
as a leader in this specialist area.
We are alsc continuing to invest
in intellectuat property initiatives
to develop innovative products and
services to complement our
consulting and system integration
services, These investments will
further differentiate our premium
offering in the marketplace.

The market

For the first time in a number

of years, the UK market for [T
services has retumed to real
growth and is forecast to continue

*Before deducting goodwill amortisation
of £653,000 {2004; £435,000).

il A e
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+33%

Group revenues grew to £71 million

growing modestly over the next
few years. Some of this growth is
undoubtedly due to the impact
of major Government projects,
although Commercial clients
have also returned to investing in
business-enhancing initiatives.
Indicators of underlying market
strength include modest growth in
Commercial fee rates and faster
investment decision-making by
clients than in recent years.

Furthermore, our own analysis
suggests that the information
intelligence sector is growing

more strongly than the broader

IT services market. This reflects
ongoing business and Government
focus on measuring, understanding
and optimising performance in all
aspects of their operations. For this
reason we will continue to focus our
core business in this area.

Tuming to vertical market sectors,
there has been a recovery in
Commercial sectors such as
Telecoms and Financial Services.
Government markets remain strong
and the continuing focus on public
service investment, combined with
robust National Security and border
control, mean that our Government
markets are likely to remain
attractive for the foreseeable future.

The strategy of our core business
therefore remains unchanged.

We will continue to build our
presence in a balance of Commercial,

National Security and broader
Government markets, retaining a
focus on those sectors and accounts
where our information intelligence
expertise is most highly valued,

We are also in the very early stages
of replicating our National Security
business in the US where the

large market size (approximately ten
times that of our domestic market)
and high activity levels offer
attractive opportunities.

Informaticn intelligence

Detica specialises in building
intelligence systems, enabling clients
to make better business decisions
by exploiting the intelligence
contained in the mass of data and
information they generate and store.
Our systems are used in a diverse
range of applications, from fraud
detection and Customer Relationship
Management (CRM) in Commercial
markets through to battlefield
intelligence and counter-terrorism

in National Security markets,

Although the applications are
diverse, the skills, technologies

and methods that comprise our
information intelligence proposition
are common across most areas.
This commonality provides us with
a robust position in the market.

On the one hand we are able to
build a critical mass of skills in

key areas whilst on the other, the
breadth of sectors we cover ensures
sufficient market opportunity

and helps insulate us from
sector-specific downtums.



Detica UK

Another very strong performance
in the Government sector was
supported by a return to robust
organic growth in our Commercial
business, which resulted from a
sharper focus on the Telecoms and
Financial Services sectors. This was
enhanced further by the addition of
Rubus, the integration of which was
completed successfully in the
previous year.

We continue to be successful in
improving client and revenue
diversity. Our top ten clients now

nt for 64% of revenues,

red to 68% in the last

financial year and 74% the year
before that. Looking to the future,
we aim to continue the process
of revenue diversification, both in
terms of clients and the services
we offer them.,

Government markets

Our Government business
maintained the strong performance
of recent years as we continued to
capitalise on increased Public Sector
and National Security spending.
Total Government revenues grew

by 39% to £46.0 million, accounting
for 65% of Group revenues for the

year. National Security accounted for

£38.3 miillion; an increase of 37%
on the previous year. Within this,
our products business accounted for
£9.1 million, an increase of 7% on
last year, primarity due to customer-
funded product development.

+39%

Government revenues grew
to £46 million

We were awarded a major
framework contract during the year
to develop IT systems to support
the intelligence and investigations
work of HM Customs & Excise
(now merged with the Inland
Revenue to form HM Revenue &
Customs), The contract, which may
be worth up to £20 million over its
three year life is progressing well

-and we are optimistic that we

will further increase revenues with
this client in the coming financial
year. This contract is the third
major framework contract we
currently have within the
National Security market.

Another high profile engagement
in the National Security market
was in the defence sector, where
we developed the business case for
the MoD's Defence Information
infrastructure programme which
seeks to implement a single IS
solution for Defence by replacing
numerous legacy systems,

This multi-billion pound programme
is one of the largest projects ever
awarded in the European IT market
and we are continuing to play a key
role as client-side advisors.

Beyond the National Security
market, our Public Sector business
also had an excellent year. This
business unit, which covers civil
central Government departments
and criminal justice organisations
increased revenues by 46% to
£7.7 million.
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In central Govemment, our ongoing
relationships with the Home Office
and the Department of Trade and
Industry {DTi) are progressing well
We continue to support the Home
Office in a major programme of
work focusing on border security
and have recently signed a
framework contract with the

DTl enabling provision of a broad
range of programme management,
technical consulting and systems
implementation services to

the department.

We have also won two exciting
engagements in new areas of

HM Revenue & Customs one of
which, awarded just after the year
end, appointed us as a dlient-side
integration advisor to the new Lorry
Road User Charge programme.

Beyond central Government,

we signed a preferred supplier
agreement with Royal Mail Group,
our first business with this client.
We are also continuing to develop
our relationships with ather clients
such as Network Rail and
Westminster City Council
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Our focus on information intelligence is a key asset
and keeps us high in the value chain

Enterprises and Government departments are increasingly aware of the value contained
in the mass of data and information they generate and store. Exploiting this intelligence
requires a rare and highly valued combination of business knowledge specialist
technical skills and system integration capabilities.
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Detica Inc, our US operation, was established
during the year

We opened our US office in the Washington DC area in August to build our business in
the US National Security market. We increased our revenues from the US market by
57% during the year and have recruited a high-calibre management team to run the
US operation. , :‘




Chief Executive’s review

Commercial markets

Our Commercial business continued
its recovery, posting mainly organic
revenue growth of 23% to

£25.0 million. Qur Financial Services
business continued its rapid progress,
achieving revenue growth of 74%

to £10.3 million. Although we expect
this rate of growth to moderate
going forward as the business
becomes larger, we remain optimistic
about its future prospects.

We began working with a number
of new Financial Services clients
during the year, particularly in

the insurance sector, which now
represents an increasing proportion
of the business unit and we are
delighted to have signed Cooperative
Financial Services and esure as new
clients. In the retail banking sector,
our established relationships with
Nationwide Building Society and
Barclays continue to develop well

Unsurprisingly, compliance remains
an investment priority across

the Financial Services industry,
particularly in areas such Basel Il and
anti-money laundering. However,
clients are also taking an increasing
interest in basic operational
problems such as improving
customer and product data quality
and establishing data govemance
regimes. Data improvement
programmes of this type are not

Detica Group plc
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+23%

Commercial revenues up to
£25 million

only used to support compliance
initiatives but are also being

used to drive improvements in
marketing and customer service.
Our information intelligence
proposition is ideally suited to
solving multi-dimensional problems
of this type.

Encouragingly, our Telecoms business
has returned to robust growth,
increasing revenues by 25%

to £7.6 million. This has been
accornpanied by a diversification of
the Telecoms dlient base, where we
now have engagements with the
majority of the UK's major fixed,
mobile and broadcast network
operators. During the year we signed
Cable & Wireless as a new client
and strengthened significantly our
relationships with Vodafone and

Ntl Broadcast in particular.

Telecoms clients are focusing
investment in specific areas which
are highly suited to our information
intelligence proposition. Initiatives
such as revenue assurance {ensuring
customers; are accurately and fully
charged for the services they use) are
key and rely on improved business
intelligence and management
information reporting systems.
Furthermore, with full market
penetration now facing fixed, mobile
and broadcast operators, there is
intense focus on attracting and
retaining the most profitable
customers and identifying the most
profitable products and services

to offer them. We have been very
successful in helping clients meet
their objectives in these areas.

The performance of our Corporate
Accounts business unit was, as
expected, weaker, with revenues
declining by 14% to £7.1 million
due in large part to the reduction
in Centrica’s IT spend. Although
we continue to develop additional
good relationships with the likes
of AstraZeneca and Pitney Bowes
(via the Extraprise acquisition
detailed below), we intend to
focus our Commercial growth

on the Financial Services and
Telecoms sectors going forward,

Detica US

We have been working with

clients in the US National Security
community for several years.

This year, our revenues derived from
the US amounted to £4.7 million, an
increase of 57% on the previous
year. Notably, we were awarded two
contracts together valued in excess
of £2 million in the closing stages of
the year. To date, we have serviced
this client base from our offices in
the UK and we have now concluded
that this is inadequate if we are to
capture the growth potential from
this market. '



To this end, we created a US
subsidiary, Detica Inc, in May
2004 and opened an office in the
Washington DC area during August
2004. We have recently recruited our
US Managing Director, Dean Bakeris,
to run Detica Inc. Dean joins us from
Raytheon where he was Director,
Business Development, Strategic
Growth Initiatives. He has an
impressive track record of working in
the US National Security community
where he has gained an extensive
knowledge of Detica’s existing
and prospective US dient base.
Further background information on
is provided with the other
WWor executive biographies on
page 2.

We are also well advanced with
obtaining the requisite approvals
from the US Government which
will allow us to carry out National
Security work from this subsidiary
and we expect this process to
conclude in the next few months,
In addition, we are in the process
of negotiating the first contract
between Detica Inc and the US
Covernment and this will commence
simultaneously.

Detica Inc will operate with its own
Board of Directors. As Group CEO

) will be a member of this Board
and, in addition to Dean, we have
selected three others who will
operate in a non-executive capacity.

£4./m

Revenues from US National Security
clients up 57%

These individuals have been selected
for their deep knowledge and
experience of the US National
Security community in which

they held very senior posts with
different agencies until their recent
retirements from Government
service. Their appointments are
subject to approval by the US
Government and they will formally
join ence these have been abtained.

We are encouraged by the calibre of
the team we have assembled, and
the reception that our technology
and services have received there

to date, and we remain optimistic
about the opportunities in the US
National Security market.

StreamsShield Networks

We launched StreamShield
Networks, our intemet content
security business in September 2004.
StreamShield’s technolagy protects
businesses and consumers from
internet content related threats such
as viruses, worms, spam, phishing,
spyware and other inappropriate
content. It does this by fittering
unwanted or dangerous content
from email and real-time internet
communications (eg web browsing,
instant messaging) within the
internet itself, before traffic is
delivered to the end-customer.
StreamShield’s primary target
customer base is the global fixed
and mobile operators and Intemet
Service Provider (ISP} community,
who will use Stream5hield’s products
to sell a clean intemet service to
their own customers,
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The company's flagship product, the
Content Security Gateway (CSG), is
the only carrier-class networking
hardware available in the world
today which can achieve the
performance required in large scale
public networks whilst providing full
customisation of the clean internet
service for each subscriber. It was
first demonstrated publicly in April
2005 at the Information Security
exhibition in London. The CSG is in
final stages of product testing and
we anticipate that it will commence
customer trials imminently.

StreamShield has generated intense
interest within the network operator
and ISP community and we are now
engaged in detailed dialogue with a
large number of network operators
and service providers, [n particular,
we have signed an agreement with
BT to work together to investigate a
security proposition for the service
provider marketplace.

We have also had positive
discussions with a number of global
Telecoms equipment companies with
a view to them acting as a channet
for StreamShield technology globally
and we are actively working on end-
user customer opportunities with
such companies.

We also have a number of business
customers using the Protector
managed service, which we launched
in October 2004 to test our market
proposition and gain feedback

from real users of the service.
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StreamShield Networks, our internet content
security subsidiary, was launched during the year

StreamShield protects businesses and consumers from intemet content-related threats such
as spam, viruses and spyware. StreamShield's flagship product, the Content Security Gateway
{CSG), enables Intemet Service Providers (ISPs) to offer individually customisable, clean
internet feeds to millions of customers. The product’s capabilities are unique in the content
security market and have generated intense interest within the network operator and ISP
communities. The CSG will enter customer trials imminently. ‘
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Since launch, Protector has
convinced us that there is significant
demand for network-based
protection and that the commerciat
proposition, covering both web

and email traffic in a single

package, is highly attractive.

Our investment in StreamShield
during the last financial year was
£2.6 million which was broadly in
line with plan. As we have now
completed the main elements of
the development of the CSG and
are transitioning to investment in
salas and marketing, the Board is
ésingly optimistic about the
prospects for the StrearShield
business, On this basis, and
depending on continued positive
progress, we plan to invest a further
net £3.0 million in StreamShield in
the current financial year mainly in
the areas of product development
and sales and marketing,

Acquisition of Extraprise UK

We acquired the assets of Extraprise
UK just after the end of the financial
year for £0.2 million in cash.
Extraprise UK was a consultancy
and system integrator focused on
the CRM market, with a strong
track-record in the implementation
of call centre and marketing
analytics systems. The rationale

for this acquisition was mainly the
strength of the staff base and we
now have an additional 35 highly

Chief Executive’s review

£2.6m

Qur investment last year in
StreamShield Networks

capable staff within the Detica group
who complement our existing skills
base by:

+ adding a number of business
intelligence and analytical CRM
experts to our existing strength
in this area;

« adding an established change
management practice, which will
altow us to offer enhanced business
strategy and organisational change
services; and

« providing additional skills in
operational CRM packages such as
Siebel which are heavily used across
our client base and to which many
of our solutions must interface.

The Extraprise UK team has already
been fully integrated within our
Commercial business and | am
delighted that we have been able
to close more than £1.0 million of
sales from their client base since
cempleting the deal in earty April.

New investments

Technology Innovations Group
This year we have continued with
our internal research investment to
further develop our know-how and
propositions in the information
intelligence sector. This is now
carried out within our Technology
Innovations Group (TIG). The TIG's
objective is to develop unique
intellectual property which
differentiates our information
intelligence offering from

our competitors.

Detica Group plc
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The TIG works alongside our project
teams to identify repeatable client
needs, to cross-pollinate ideas across
our Government and Commercial
business units and to develop
reusable methods and software
tools. Examples of the TIG's work
to-date include the development

of toolkits for the identification of
insurance fraud and methods and
tools for the analysis of call-centre
operational efficiency.

This year we have also established
a specialist data analysis facility
called "Datalab” as part of the TIG.
Datalab is used to analyse sample
data provided by clients in order to
test the viability of new analysis
approaches and to undertake the
trial phases of intelligence projects,
During the past year, this facility
has proved to be a highly effective
means of demonstrating our
capabilities and building on early
stage client relationships.

London office

Earlier this month, after a
substantial refurbishment
programme, we moved our
London office to new premises at
Arundel Street WC2. These new
offices have more than doubled
our capacity for London-based
fee-eaming staff as well as providing
state of the art meeting room and
dient demonstration facilities.



People

The average nurabsr of staff
employed by the Group rose by 33%
over last year to 541. We endad the
financial year with 582 staff and at
the time of writing, after the
addition of 35 staff from the
Extraprise UK acquisition, staff
nurnbers are in excess of 650,

As typically happens during
improved market conditions, staff
turnaver increased during the year
reflecting a strong recovery in the
recruitment market. We have put
several initiatives in place to address
this including enhanced staff
communications, the extension of
our equity incentive programimes,
improved recruitment processes
and induction training as well as
formalising our regular succession
planning activities.

Despite this renewed competition
for people, we remain able to attract
and retain highly capable consultants
both at graduate and experienced
tevals, and the depth and quality

of our recruitment pipeline confirms
that we continue to have one of

the UK's most attractive
employment propositions.

582

We endad the financial
year with 582 staff

Senior recruftment focus has, as
usual been on strengthening account
management functions, We hired

12 new account managers during
the year, mostly fron the large
cansulting houses, We also made

a number of key support staff

hires during the year to build

the infrastructure required for

further growth,

§ am also delighted to report that
Colin Evans, formerly Datica’s Chief
Operating Officer, was promoted
te Managing Director of Detica UK.
Together with Simon Gawne at
StreamShield Networks and

Dean Bakeris at Detica US, this
completas the senior management
team of the Group's three miain
businesses and better positions us to
manage the growth of the Group
both today and in the future.

The future

§ am delighted with the performance
of the Group aver the past year.

The return ta growth of our
Commercial business has been
particularly encouraging, whilst our
Government business has continued
its excellent progress. it is from this

‘position of strength in our core
" business that we have been able to

irvest £2.6 million in StreamShisld

~ Networks and £0.5 million in

establishing our US operations,
Both of thase major investments
hold great promise for the future
and investment will continue in
the curant financial year.

Qur strategy i5 unchanged.

We will maintain our focus on the
information intelligence market
where we see increasing potential,
and will continue to invest in new
mathods, tools and products to
ensure that we remain the UK's
most innovative and consistently
successful {T services company.
Qur strategy is to focus on organic
growth opportunities although

we anticipate making additional
acquisitions as and when

high gquality apportunities

present themselves,

The autlook for the business is
positive and we remaih confident in
our ability to perform well once
again in the coming year.

P

{

Tom Black
Chief Executive
20 May 2005
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We are increasingly exploiting our intellectual property
to differentiate ourselves in the market

We continue to invest in developing know-how and intellectual property in the
information intelligence market and are focusing these efforts through a new
Technology Innovations Group. We saw particular success here in the development of
powerful tools for fraud detection and for the analysis of call-centre efficiency.




inancial
review

Mandy Gradden
Finance Director

Detica has achieved another year
of excellent growth with revenue up
33% to £71.0 million. Group profit
before tax* rose by 29% to

£12.5 million before expensing

our investments of £2.6 million in
StreamShield and £0.5 million in
establishing our US operations,
After expensing these items, Group
profit before tax* grew by 2% to
£9.4 million. Adjusted** diluted
eamings per share increased
meodestly by 3% to 30.2 pence.

Revenue

The Group's revenue for the year
was derived almost entirely from
the core business; revenues from
StreamShield Protector were, as
expected, negligible in the year

R NIVME Y-
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+28%

Compound annual growth in
revenues over last five years

under review and as noted above,
Detica Inc has not yet started to
generate revenues in its own right.
We are delighted however to report
that revenles out of the UK business
delivered to US dlients have grown
by 57% to £4.7 million.

Turning to vertical market split,
revenue in the Govemment
business units grew strongly at
39% while the Commercial business
unit’s growth was a healthy 23%.
Although this year had a full

12 months of revenues from Rubus
{2004: 8 months), the majority

of revenue growth was organic.
The revenues by vertical market
were as detailed below:

Fees eamed by Detica staff
represented 82% of our revenues
{2004:85%), The balance of our
revenues is derived from the use of
specialist subcontractors and the sale
of our specialist communications
products. Over the last 12-18
months we have been building our
capacity in the project management
and development subcontract
market to allow us to manage
demand peaks and short-tenm skitls
shortages. Revenues in this area
increased by 82% to £5.5 million,

Overall, the day rates achieved in
our UK core business were consistent
with the prior year which has been
the case for several years now

and total company utilisation

was also comparable to last year.

005 2004

£m £'m Growth
National Security 383 279 37%
Public Sector 7.7 53 46%
Total Government 460 332 39%
Financial Services 10.3 59 74%
Telecoms 76 6.1 _25%
Corporate Accounts 7.1 83 (14%)
Total Commercial 250 203 23%
Total Revenues 71.0 535 33%

*Before deducting goodwill amortisation of
£653,000 (2004: £435,000).

**Before accounting for goodwill amortisation
of £653,000 (2004: £435,000) and the
exceptional tax credit of £905,000 (2004;
£1,736,000).




Nonetheless, revenues per head in
the UK business increased by 4% to
£137,000 on the back of growth in
subcontractor revenues.

The proportion of revenues derived
from fixed-price contracts reduced
from 47% last year to 31% this year
driven by several large time-and-
materials framework agreements
in our Government businesses.

As a result of our strong project
and risk management processes,
we remain comfortable with
either fixed-price or time-and-
materials assignments,

The table below highlights the effect
of the investments in StreamShield
Networks ("SSN”) and the US
business on profits* in the current
financial year.

rindancial review

Half-year performance

The Group’s half year performance
showed a typical seasonality with
the second half stronger than the
first. 46% of revenue was generated
in the first half (2004: 42%) and
54% in the second half (2004: 58%).
Second half revenue grew 23% year
on year and 18% over the first half
of the year.

Operating margin® in the core UK
business followed a similar trend
with the H1:H2 performance
being 14.8%:18.3% as a result of
traditionally stronger utilisation
in the second half reflecting

the predominantly first half
holiday season.

welild Lroup plc
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Taxation

The Group has once again benefited
from a tax credit relating to a
statutory deduction equivalent to
the profit made by empleyees on the
exercise of share options. This credit
amounted to £0.9 million (2004:
£1.7 million) and was the principal
driver in the Group's effective

tax rate of 22.2% (2004: 13.2%).

As we reported last year, the credit
was unusually large in 2004 due to
the high number of pre-1PO options
that became exercisable 12 months
post-float. Because of its size it was
dlassified as exceptional last year and
has been treated similarly this year
to aid comparison.

Year ended 31 March 2005

Year ended 31 March 2004

Core Group Core SSN Group
£m £m £'m £'m £'m £'m
Revenue 710 - 710 535 - 535
UK costs* {59.2) (2.6) (61.8) (44.2) (0.5} (#M4.7)
US start-up costs {0.5) - (05) - - -
Operating profit* 113 (2.6) 8.7 93 {0.5) 88
Profit before tax* 12.1 (2:6) 9.4 9.7 {0.5) 9.2
Operating margin*
incuding US start-up costs 16.0% - 123% 17.3% - 16.4%
Operating margin*
excluding US start-up costs 16.7% - 13.0% 17.3% - 16.4%

Operating margin* for the Group was 12.3% reflecting the investment in StreamShield and the US business

{2004: 16.4%). Excluding these two major investments, the core UK operating margin remained strong at 16.7%

(2004: 17.3%).

"Group profit before
tax* rose by 29% to
£12.5 million before
expensing our
investments of

£2.6 million in
StreamShield and
£0.5 million in
establishing our

US operations.”
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Behind everything we do is a professional
management team with tight operational controls

We have further strengthened our management team with the promotion of
Colin Evans to UK Managing Director and with the appointment of Dean Bakeris

as Managing Director of our US operation.
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We ended the year with £21.5 million
of cash, up 21% on last year

The value of this tax credit in future  Earnings per share Dividends
years depends on the number of Diluted earnings per share** The Board is recommending a final
options exercised by our employees,  generated by the core UK business dividend of 4.2 pence per share
the average exercise price and increased by 31% to 40.3 pence making a total for the year of
Detica's share price at the time (2004: 30.8 pence). On an 6.3 pence, up 15% on prior year.
of exercise, In the financial year unadjusted basis, diluted earnings This represents dividend cover of
ending 31 March 2006 a maximum  per share (“EPS") declined by 11% to 4.8 times (2004: 5.3 times) based
of 375,000 options become 31.3 pence per share reflectingthe  on diluted EPS adjusted for goodwill
exercisable at an average exercise Group's investment in StreamShield  and the exceptional tax credit.
price of 217 pence. as well as the reduced level of !
exceptional tax credit noted above.  Cash and treasury

In respect of the tax losses acquired  Adjusting in both years for the The Group has continued to
with Rubus in 2003, there continues  exceptional tax credit as well as generate good cash flow with high
to be uncertainty as to the timescale the amortisation of goodwill, cash conversion ratios maintained.
of the utilisation of the carried diluted EPS** becomes 30.2 pence At the operating level, the cash
forward loss of £12.0 million. (a growth of 3% on last year). inflow for the year of £8.5 million

ave therefore adopted a represents 97% of pre-goodwill

ent position and have not Other factors affecting EPS this operating profit (2004: 95%).
recognised the potential deferred year include; Cash ended the year at £21.5 million
tax asset of £4.0 million. {n the year up 21% on last year.
under review we have recognised a * an additional 725,000 shares
benefit to our current tax charge (previously held by the Employee  Capital expenditure increased
relating to brought forward lossesof ~ Trust and therefore considered as  substantially to £3.9 million
£0.3 million. cancelled under FRS 14) are being ~ (2004: £2.0 million} reflecting three

taken into the calculation as major projects:

The Group undertakes a significant employees exercise options; and ‘
amount of advanced research and » StreamShield's investment
development activity funded by * options subject to performance in infrastructure and in test
clients and is currently conducting an  conditions that have not yet been environments for its CSG
exercise to claim R&D tax credits for  satisfied (as is the case with all of development;
the three years ended 31 March our options issued post float which ;
2005. These credits provide an uplift ~ are contingent on strong EPS - a major upgrade of our IT and
of 25% in deductible expenses giving  growth} are not counted in the telephony infrastructure to support
an effective tax credit of 7.5% for calculation of potentially dilutive the high rates of growth in the
every pound spent on qualifying shares under FRS 14 (the effect of business; and
R&D activities including those paid counting them would be to add ‘
for by clients, This exercise is in its 320,000 shares to the diluted « the initial tranche of expenditure to
early stages and it is not yet possible  number of shares in issue). fit out our new London office.

to quantify the size of the benefit.
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In the coming financial year we
anticipate that capital expenditure
will grow at a much slower rate due
to this initial high base.

Post balance sheet event

On 7 April 2005 Detica acquired the
business and assets of Extraprise
{UK) Limited (in administration}

for consideration, including fees, of
£0.2 million.

UK accounting standards

Detica has adopted Urgent Issues
Task Force Abstract 38 “Accounting
for ESOP Trusts” ("UITF 387,
effective from 1 April 2004.

This requires that the consideration
paid by the Employee Trust to
acquire shares in Detica be deducted
from shareholders’ funds and that
no profit or loss be recognised on
transactions in the Company's own
shares. Previousty, Detica shares held
by the Employee Trust were classified
as a fixed asset investment and
their camrying value was reviewed
periodically for impairment.

Own shares held by the Employee
Trust with a book value at 31 March
2004 of £1,326,000 have been
reclassified as a prior year
adjustment from fixed asset
investments and accruals to the
profit and loss reserve within
shareholders’ funds, resulting in a
corresponding reduction in the
Group’s net assets. Comparative
figures have been restated.

e et
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2%

Exceptional tax credit on employee
exercise of share options reduced
our effective tax rate to 22.2%

In addition, the Group has also
adopted the revised UITF 17
"Employee Share Schemes” which
requires that long-term incentive
plan awards (“LTIPs") satisfied by
shares held by the Employee Trust
be charged to the profit and loss
account not at the cost of the
shares to the Trust, but at the
intrinsic value to employees

{share price less exercise price) at
the date of grant. This has had the
effect of increasing the charge in the
profit and loss account for LTIPs by
approximately £155,000 for the
year just ended. The impact on prior
years is insignificant.

International Financial Reporting
Standards (“IFRS")

The Group is required to report its
results in accordance with IFRS from
1 April 2005. We will therefore be
reporting our interim results for the
six months to 30 September 2005
and the accounts for the year ending
31 March 2006 under IFRS, together
with the restated comparatives.

The unaudited provisional
reconciliations and notes on pages
S5 to 58 set out the main differences
between UK GAAP and IFRS as at,
and for the comparative year ended,
31 March 2005. The reconciliations
should be considered provisional
given the uncertainty that currently
exists regarding industry practice on
capitalisation of development
expenditure which has meant that
the Group has not yet finalised its
accounting policy in this area.

In preparing these provisional
reconciliations, Detica has utilised
two exemptions available on first
time adoption of IFRS, namely:

* the acquisition of Rubus in August
2003 has not been restated on an
IFRS basis; and

» unvested share options issued
prior to November 2002 (totalling
309,000 options) have been
excluded from the calculation of
the charge for equity instruments,
This means that a full year's charge
will first be evident in the IFRS
statements for the year ended
March 20086.

Details of main IFRS differences
that affect Detica's transition year
to 31 March 2005 are given on
pages 57 to 58,

Q@ Goltd~
Mandyﬁdden

Finance Director
20 May 2005



Directors’

biographies

Chris Conway {Age 60)
Non-Executive Chairman

Chris joined Detica as an
independent Non-Executive
Director in November
2000 and was appointed
Non-Executive Chairman of
Detica in April 2001. He has
extensive experience in the
1T sector and worked for
iBM from 1966 to 1993,
rising through roles in
programming, sales,
rketing and operations to
%e a member of the
\SPUK board. He moved
in April 1993 to Digital
Equipment Co. where he
became Chairman and
Chief Executive of Digital UK
and Eire. Chris became Vice
President of Compaq’s
Enterprise Computing Group
responsible for the EMEA
area following Compagq’s
acquisition of Digital in
1998. He left Compaq in
November 1999 and is now
a Non-Executive Diractor
of Brammer ple, Dicom plc
and Vistorm Limited.
As Chairman of Detica,
Chris is responsible for the
running of the Board and
is also Chairman of the
Group's Remuneration and
Nomination Committees
and a member of the
Audit Committee.

Tom Black (Age 45)
Chief Executive

Tom has spent 20 years
with Detica starting as a
fee-earning consultant
working on a broad range
of client assignments and
subsequently holding a series
of senior management
positions, including Business
Unit Director, Marketing
Director and Commercial
Director before his
appointment as Managing
Director in 1995. He led
Detica’s move into
Commercial markets in the
1990s and headed the
management buyout in
1997, soon after which he
became Chief Executive.
Tom led the Group’s
flotation on the London
Stock Exchange in April
2002.Tom is also a
member of the Boards of
Detica Inc and StreamShield
Networks Limited.
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Chris Banks (Age 55)
Non-Executive Director

Chris joined the Board

in October 2000 as an
independent Non-Executive
Director. He has had .
extensive experience in the
IT industry since 1978, when
he joined The BIS Group,
where he was Group Finance
Director from 1985 to 1991.
Chris was Finance Director
at CMC from 1992 to

June 2000 and remained a
Non-Executive Director of
CMG until December 2002,
He is also Non-Executive
Director and Chairman of
the Audit Committee of

The Innovation Group plc
and a trustee of The Barbara
Ward Children’s Foundation,
He qualified as a chartered
accountant in 1973 and is a
member of the Association
of Corporate Treasurers,

At Detica, Chris is the
Senior Independent Director,
Chairman of the Audit
Committee and a member
of the Remuneration and
Nomination Committees.

Mandy Gradden (Age 37)
Finance Director

Mandy joined Detica in june

2003 and was appointed

.to the Board in july 2003.
:She is responsible for both

financial and commercial
management. She qualified

-as a chartered accountant at

Price Waterhouse in 1992

‘and joined Dalgety plc,

the agricultural and food
production company now

known as Sygen Intermnational
ple, as Group Financial

Controller in 1397. In 2000,
Mandy joined Telewest

. Communications plc as
| Director of Corporate

Development, where an

_important part of her role

was the management of

; Telewest's portfolio of

investments in smaller
high-technology businesses.
Mandy is also a member of
the Board of Detica UK.

Mark Mayhew (Age 45)
Non-Executive Director

Mark joined the Board in
May 2003 as an independent
Non-Executive Director.

He was previously CEO

of CIMS, the specialist
marketing subsidiary of
Cendant Corporation. He has
a strong background in both
customer management and
the Financial Services sector.
Prior to his appointment at
CIMS in March 2002, Mark
was UK Country Head of
Morgan Stanley’s Consumer
Banking Group. Previously he
was at NatWest for 14 years
where he held a variety of
roles including Director,
Retail Marketing and most
recently Chief Operating
Officer for NatWest Card
Services. Mark sits on the
Advisory Board of a
Corporate Social
Responsibility Practice,
Cause and Effect Marketing.
Mark is a member of Detica's
Remuneration, Audit and
Nomination Committees.



Other senior

executives'

biographies

Colin Evans (Age 37)
Managing Director,
Detica UK

Colin joined Detica in

1993 and has been part of
the executive management
team since 1997. Appointed
Managing Director of Detica
UK in February 2005, he is
responsible for the Group's
core business in the UK.
Colin has a strong
background in large scale
information management
programmes, and ran the
Company's National Security
business prior to his
appointment as Chief
Operating Officer in 2002.
Colin is a member of the
Board of Detica UK

Simon Gawne (Age 38)
Managing Director,
StreamShield Networks

Simon joined Detica in May
2003 and carried out the
feasibility work that lead to
the creation of StreamShield
of which he subsequently
became Managing Director.
Prior to this, Simon was
co-founder and Commercial
Vice President of Red-M,
aVC-backed wireless
communications company
that achieved an early lead
in the emerging Bluetooth !
market. Before Red-M, Simon
held a number of executive
management positions at
Madge Networks, a leading
enterprise networking
company, latterly as Vice
President of Worldwide
Marketing and Business
Development. Simon is

a member of the Board

of StreamShield

Networks Limited.

Dean Bakeris (Age 40)
Managing Director,
Detica Inc

Dean joined Detica in May
2005 as Managing Director
of its US operations.

He brings over 15 years of
operations, business and
strategy development,
programme and engineering
management experience
within Fortune 100
companies. Previcusly,
Dean worked for
AlliedSignal, Honeywell,
L-3 Communications.

Most recently he held a
senior position within
Raytheon's Intelligence and
Information Systemns division
creating new strategies and
technology solutions for
customers. Dean is a
member of the Board of
Detica Inc.

JohnWoollhead {Age 44)
Company Secretary

John joined Detica in jJanuary
2005 and is responsible for
the full range of company
secretarial duties within the
Group. John qualified as a
Chartered Secretary in
1987 and was appointed
Company Secretary of Eve
Group plc later that year.
More recently John acted
as Company Secretary to
Peterhouse Group plc.

John is Secretary to the
Board, the Audit and
Nomination Committees
and StreamShield
Networks Limited.
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Directors’ report

The Directors present their report and the audited Group financial statements for the year ended 31 March 2005.

Principal activity and review of the business
The Group’s principal activity is the provision of information technology services and solutions, A review of the

Group’s activities and development is provided in the Chairman’s statement, the Chief Executive’s review and the

financial review.
The financial resutts of the Group are shown in the Profit and toss account on page 38.

Dividends

The Directors propose a final dividend of 4.2 pence per ordinary share which, together with the interim dividend
of 2.1 pence per ordinary share paid on 10 January 2005, makes a total dividend of 6.3 pence per ordinary share
for the year, an increase of 15% over the prior year, The final dividend will, if approved by shareholders at the
Annual General Meeting (AGM), be paid on 29 July 2005 to shareholders on the register at 24 June 2005, with
an ex-dividend date of 22 june 2005,

capital :
Details of the authorised and called-up share capital of the Company are set out in note 15 to th
finandial statements.

Directors and their interests

The Directors in office during the year were Chris Conway, Chris Banks, Tom Black, Mandy Gradden and Mark
Mayhew. Tom Black retires by rotation at the forthcoming AGM and, being eligible, offers himself for re-election.
His biography is set out on page 20.

Directors’ interests in shares and share options in the Company are detailed in the Directors’ remuneration report.

The Group has indemnified the Directors of the Company against liability in respect of proceedi;'\gs brought by third
parties, subject to the conditions set out in the Companies Act 1985. Such qualifying third party indemnity provision

was in force during the year and continues to be in force as at the date of this report. The Group has purchased

‘Directors and Officers’ {iability insurance with an indemnity limit of £20 million in order to minimise the potential

impact of such proceedings.

Principal shareholders ‘
The Company is aware of the following shareholders being interested in 3% or more of the Company's issued
ordinary share capital as at 20 May 200S.

: _ %of
9 of 2p capital
Scottish Widows Investment Partnership 2,132,895 25
Standard Life Investments 1886879 84
Tom Black 1342836 6.0
Threadneedle Asset Management 1,319,590 59
Merrill Lynch Investment Managers o 1,276,841 5.7
New Smith Capital Partners 1,183,157 53
F&C Asset Management 1,125,940 5.0
New Star Asset Management 965,657 43
Herald Investment Trust » 875,000 39
Barclays Globat Investors L 843,173 38
The Datica Group Employee Trust 676848 30
Employee benefit trust

The Detica Group Employee Trust is a discretionary trust established in 1998 for the benefit of staff in the Group.

it has a professional independent trustee, Close Trustees Jersey Limited. The Trust is financed by loans from the
Group and costs of administration are charged to the profit and loss account as incurred. All rights to dividends
have been waived by the Trust. The Trust has purchased the Company’s shares for use in connection with the
Group’s staff share schemas. The Remuneration Committee makes recommendations ta the Board, which then
makes recommendations to the Trust regarding the grant of share options and LTIPs to members of staff.

In accardance with best practice, the Trust has been requested to abstain from voting at any general meeting.
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Research and development (“R&D")

Most R&D undertaken by the Group is funded by dients and therefore does not qualify for separate disclosure as
R&D within these financial statements. The notable exception in 2005 was StreamShield where the Group spent
£1.9 million on the development of Protector and the CSG products. This expenditure, together with that incurred
within the Company’s Technology Innovations and Competence Groups is set out in note 3 to the accounts.

Creditors’ payment policy and practice
It is the Company's policy that payments to suppliers are made in accordance with those terms and conditions
agreed between the Group and its suppliers, providing all trading termss and conditions have been complied with.

At 31 March 20085, the Group had 31 days’ purchases outstanding in trade creditors (2004: 21 days’).

Corporate social responsibility
The environment

Detica recognises that it is part of a wider community of employees, sharehclders, customers. suppliers and others,
.nd recognises that Group companies have a responsibility to act in a way that respects the environment.

By their nature the operations of Detica have minimal environmentat impact. However, it is the policy of Detica, as
far as is reasonably practical, to protect and conserve the local and wider environment from any adverse impacts
caused by operations. It is the policy of Detica to:

+ meet all relevant legislative requirements on environmental issues;

+ promote environmental awareness among staff and seek their active participation in minimising the
environmental impact of our operations;

+ identify objectives for impact minimisation and set targets for improving performance, téking into account the
views of all stakeholders;

+ seek to conserve energy and natural resources by minimising waste, recycling where possnble and by maximising
our use of renewable resources;

+ consider the life-cycle environmental effects of investment in premises and equipment; and

+ ensure all contracters follow our practices while working on site and respond promptly and efficiently to
adverse occurrences.

Health and safety
e Group strives to provide and maintain a safe environment for all employees, customers and visitors to its

remises and to comply with relevant health and safety legisiation. In addition, the Group aims to protect the
health of employees with suitable, specific work-based strategies, seeking to minimise the risk of injury from Group
activity and ensuring that systems are in place to address health and safety matters. The Group also encourages
the involverment of employees and aims for continual improvement in health and safety matters through a formal
structure with a reporting and review process. Compliance with Group palicy is manitored centrally and an annual
health and safety report is produced for the Board.

During the year Detica has strengthened the health and safety team with the appointment of a full time health and
safety manager. In addition an external health and safety consultant has assisted in the continuing development and
implementation of policies and procedures relating to health and safety. A five-year health and safety plan has been
developed and is on target. Health and safety audits and risk assessments have been carried out and additional
actions and controls have been implemented and training conducted to ensure that employees can carry out their
functions in a safe and effective manner.

The Health and Safety Committee, which includes employee representatives from all areas of the business, met
seven times during the year in order to monitor and manage the implementation of agreed health and safety policy.
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Employee involvernent :

The policy of providing employees with information about the Group has continued through the Group's intranet
and through a staff newsletter, in which employees have also been encouraged to present their suggestions and
views. Regular meetings are held between managers and other employees to allow a free flow of infermation
and ideas.

During the year Detica enhanced its training programmes for employees with greater focus on consulting and people
skills in order to ensure that it continued to meet the needs of a more complex high growth business. In addition,
we also introduced a comprehensive one week induction programme for all new starters, no matter what their
experience level, focused on how our business operates, our culture and values and our key business processes.

Staff surveys have long been part of the culture at Detica but in summer 2004 we ran for the first time an
independent cutture survey which showed us scoring well in alt categories. Despite this, staff issues always remain
high on our agenda as we strive to excel as an employer of choice with exciting and interesting career development
opportunities for all our staff,

@ ar and open communications form the backbone of our relationship with members of staff. These range from
meetings with career counsellors, personal development, regular business unit and departmental meetings and an
annual meeting of the whole Company. This year we changed the format of our annual meeting and held the first
Detica Forum in London in june 2004. This involved the whole Company and comprised plenary presentations from
all the senior leaders of the business and then breakout sessions focused on different aspects of the business,

Since the year end, format consultation committees have been established to enhance the fiow of information and
ideas between all employees and the management team.

Employees are able to participate directly in the success of Detica through participation in the bonus and Employee
share option schemes.

Disabled employees

The Croup gives full consideration to applications for employment from disabled persons where the requirements of
the job can be adequately fulfilled by a handicapped or disabied person. Where existing employees become disabled,
it is the Group's policy wherever practicable to provide continuing employment under normal terms and conditions
and to provide training and career development and promotion to disabled employees wherever appropriate.

Charitable donations

The total amount of charitable donations made during the year ended 31 March 2005 was £35,000 (2004: £24,000).
This mainly reflects the Group's continued membership of The Prince's Trust Technology Leadership Group and
Surrey Young Enterprise scheme as well as the one-for-one matching of employee donations under the GAYE

s e in respect of the Asian Tsunami appeal in january 2005.

There were no political donations.

Auditors

Emst & Young LLP have expressed their willingness to continue in office, Accordingly, a resolution to reappoint
Emst & Young LLP as the Group's auditors and authorising the Directors to fix the remuneration of the auditors
will be put to the forthcoming Annual General Meeting.

Annual General Meeting

The Notice of the Annual General Meeting to be held on 21 July 2005 (together with explanatory notes) is set

out on pages 59 and 60 of this report. The special business of the meeting includes resolutions giving the Directors
authority to allot shares up to one-third of the ordinary share capital of the Company and, pursuant to this authority,
to allot shares wholly for cash in connection with a rights issue, or wholly for cash other than in connection with a
rights issue, up to 5% of the issued ordinary share capital

By order of the Board:

' “fohn Woollhead
Company Secretary
20 May 2005
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Corporate governance

Detica is committed to and is accountable to shareholders for high standards of corporate governance. In respect of
the year ending 31 March 2005, Detica has been in full compliance with the provisions of section 1 of the 2003
{Revised) Combined Code on corporate governance.

This statement describes how principles of corperate govemance are applied to the Group.

The Board
The Board comprises two Exacutive and three Non-Executive Directors whose Board and Committee responsibilities
are set out in the table below:

Board Audit Remuneration  Nomination

Chris Conway Non-Executive Chairman Chairman ~ Member Chairman Chairman

Chris Banks Non-Executive Director and Member Chairman  Member  Member
Senior Independent Director

Tor Black Chief Executive Member = - -

andy Gradden Finance Director _ Member - - -

Mark Mayhew Non-Executive Director Member  Member  Member  Member

The Non-Executive Chairman, Chris Conway, is responsible for the running of the Board. Executive responsibility for
the running of the Group's business rests with the two Executive Directors, Tom Black and Mandy Gradden, who are
supported in this by the subsidiary boards of Detica UK, StreamShield Networks Limited and Detica Inc, During the
year the Board decided to split the roles of Finance Director and Company Secretary and appointed John Woollhead
as Company Secretary in January 200S.

The Board normally meets on a monthly basis. During the year, the Board met on 12 scheduled occasions; further
meetings and canference calls are held as and when necessary. In addition, two twa-day strategy meetings took
place. The attendance of individual Directors at the scheduled Board meetings is shown in the table below:

Ad hoc and conference call Scheduled board

meetings attended Strategy meetings attended meetings attended

Chris Conway 71 212 _ 12/12
Chris Banks 11 212 12/12
Tom Black ) 171 2/2 12/12
Mandy Gradden 11 2/2 12/12
Mark Mayhew m 2/2 12112

er careful review, the Board has again concluded that Chris Conway (notwithstanding his role as Non-Executive
hairman of Detica}, Chris Banks and Mark Mayhew were independent throughout the year. In coming to this
assessment the Board considered the character of the individuals concemned and the fact that none of them:
* has ever been an employee of the Group;
+ has ever had a material business relationship with the Group;
* receives any remuneration other than their fees;
+ has close family ties with advisors, other Directors or senior management of the Group;
» has significant links with other Directors through involvement with other companies;

+ represents a significant shareholder; or

+ has served on the Detica Board for more than nine years.
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The Board is responsible to shareholders for the proper management of the Group and for its system of corporate
governance. 't receives irformation on (at least) a monthly basis to enable it to review trading performance, forecasts
and strategy and it has a schedule of matters specifically reserved for its decision. The most significant of these are:

« changes to the structure, size and composition of the Board;

- consideration of the independence of Non-Executive Directors;

» review of management structure and senior management responsibilitfes;

+ with the assistance of the Remuneration Committee, approval of remuneration palicies across the Group;

» approval of strategic plans, profit plans and budgets and any material changes to them;

+ oversight of the Group’s operations ensuring competent and prudent management, sound planning, an adequate
em of intemal control and adequate accounting and other records;

+ final approval of annual accounts and accounting policies;
+ approval of the dividend policy;
+ approval of the acquisition or disposal of subsidiaries and major investments and capital projects;

» delegation of the Board's powers and authorities, including the division of responsibilities between the Chairman,
the Chief Executive and other Executive Directors; and

« receiving reports on the views of the Company's shareholders.

Operational management of the Group is delegated to the three subsidiary boards of Detica UK, StreamShield
Networks Limited and Detica Inc.

Procedures exist to allow the Directors to seek independent legal and professional advice in respect of their duties
at the Company's expense where the circumstances are appropriate. All Directors have access to the Company
Secretary for advice,

All Directors are required to submit themselves for re-election at regular intervals and at least every three years.
The following formally constituted committees deal with specific aspects of the Group's affairs in accordance with

thais written terms of reference, which are reviewed annually. Full details of these terms of reference can be found at
fwww.detica.com.
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Audit Committee

The Audit Committee, which is chaired by Chris Banks (who has recent, relevant experience as the former Finance
Director of CMG and is currently chairman of another plc audit committee), comprises the Non-Executive Directors
and meets three times a year. The Chief Executive, Finance Director and external auditors attend these meetings as
required by the Committee.

The purpose of the Committee is to assist the Board in the discharge of its responsibilities for financial reporting and
corporate contrel and to provide a forum for reporting by the external auditors. The responsibilities of the
Committee include:

+ to monitor the integrity of the financial statements and review significant finandal reporting judgements
contained in them; ‘

+ to review the Company’s internal financial control system and risk management systems;

. to make recommendations to the Board in relation to the appointment of the external auditor and to approve the
remuneration and terms of engagement of the extemal auditors;

* to review and monitor the extemal auditors’ independence, objectivity and effectiveness;

* to develop and implement policy on the engagement of the extemal auditors to supply non-audit services;
+ to monitor the Company's whistle-blowing procedures; and

* to review regularly the need for an intemal audit function.

The attendance of individual Committee members at Audit Committee meetings is shown in the table below:

Meetings attended
Chris Banks 3/3
Chris Conway 3/3
Mark Mayhew T3/3

During the year, the Audit Committee considered the following issues:
+ the accounting policies and timing of the transition announcement to iFRS;
. the appropriate valuation technique to be utilised in valuing share options under IFRS;
‘- the areas of judgement required in the financial statements;
+ the requirement for a formal internal audit function;
* the level of fees payable to Emst & Young LLP in respect of non-audit work;
* various tax issues within the Group; and
* corporate governance issues.

At the conclusion of each meeting of the Audit Committee, the Non-Executive Directors met with Emst & Young LLP
without executives of the Company being present.
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Remuneration Committee :

The Remuneration Committee, which is chaired by Chris Conway and comprises the Non-Exacutive Directors, meets
at least twice a year and additionally as required. it is responsible for reviewing remuneration arrangements for
members of the Board and other senior employees of the Group and for providing general guidance on aspects of
remuneration policy throughout the Group.

During the year the Committee met more often than would normally be the case due to a review of remuneration
policy undertaken as detailed in the Remuneration report.

The attendance of individual Committee members at Remuneration Committee meetings, one of which was via
conference call is shown in the table below:

Meetings attended
Chris Conway o e .56
Chris Banks 6/6

'Mayhew 6/6

The Remuneration report in set out on page 31.

Nomination Committee

The Nomination Committee is chaired by Chris Conway and comprises the Non-Executive Directors. The Committee
is responsible for proposing candidates to the Board, having regard to the balance and structure of the Board.

During the year and up to the date of this report, the committee met and made recommendations to the
Board regarding:

« the appointment of Tom Black and Simon Gawne as Executive Directors of StreamShield Networks Limited and
Sir Stephen Lander as a Non-Executive Director of StreamShield Networks Limited; :

« the appointment of a Company Secretary (for which a detailed job specification was prepared and an extermnal
search agency used);

+ subject to US Government approval, the proposal to appoint three specific individuals as Non-Executive Directors
of Detica Inc:

+ the appointment of Dean Bakeris to the position of Managing Director of Detica Inc (for which a detailed job
specification was prepared and an external search agency used);

.a promotion of Colin Evans to the position of Managing Director of Detica UK; and
+ the proposed re-election of Tom Black as a Director at the forthcoming Annual General Meeting,

The attendance of individual Committee members at Nomination Committee meetings during the year is shown in
the table below:

Meetings atten;ed
Chris Conway 6/6
Chris Banks 6/6
Mark Mayhew 6/6

Performance reviews

A formal appraisal process for the Board and its committees was introduced during the year, The process covered
objectives and strategy, management oversight, Board performance, meetings, external relationships, governance
and Board/Committee constitution. This was an internal process using detailed questionnaires completed by all
relevant Directors and collated by the Company Secretary or, in the case of the Audit Committee, the Audit
Committee Chairman.

The results of the exercise were discussed by the Board which concluded that the Board and its committees are
operating effectively. The Board is currently considering any actions identified by the process that could improve the
performance and workings of the Board and its committees.
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During the year the Chairman and Non-Executive Directors reviewed the performance of the Chief Executive and the
Chief Executive reviewed the performance of the Finance Director. The Chairman reviewed the performance of the
Non-Executive Directors, The Chaimrman was appraised by the Non-Executive Directors led by the Senior Independent
Director. Any training requirements of the Directors were identified during this process.

It is anticipated that the review exercise will be undertaken annually.

Internal control

The Board is responsible for establishing and maintaining the Group's system of internat control Internal control
systems are designed to meet the particular needs of the Group and the risks to which it is exposed. By their nature
however, intemal control systems are designed to manage rather than eliminate the risk of failure to achieve
business objectives and can provide only reasonable and not absolute assurance against material misstatement

or loss,

Key elements of the internal control system are described below. These have all been in place throughout the year
‘nd up to the date of this report and are reviewed regularly by the Board:

» dearly defined management structure and delegation of authority to committees of the Board, subsidiary boards
and associated business units; :

» clearly documented internal procedures set out in the Group's 1SO 9001 accredited quality manuat;

» high recruitment standards and formal career development and training to ensure the integrity and corpetence
of staff; :

» regular and comprehensive information provided t6 management, covering financial performance and key
performance indicators, induding non-financial measures;

« a detailed budgeting process where business units prepare budgets for the coming years and rolling three-year
strategic plans, which are approved by the Board;

« procedures for the approval of capital expenditure and investments and acquisitions;

+ monthly monitoring and re-forecasting of results against budget, with major variances followed up and
management action taken where appropriate;

- regular internal audits of key processes and procedures under the Group’s ISO 9001 accredited quality
assurance process;

‘ ongoing procedures to identify, evaluate and manage significanit risks faced by the business in accordance with the
guidance of the Tumbull Committee on Internal Controls and procedures to monitor the control systems in place
to reduce these risks to an acceptable level; and

+ formal consideration of progress made against significant business risks at monthly subsidiary board meetings,
" with quarterly briefings to the Board.

Detica does not have a dedicated intemal audit function, although regular intemal audits are conducted under the
Group’s ISO 9001 accredited quality assurance process and at the request of the Audit Committee. The Board has
considered the need for an internal audit function and believes that current arrangements are adequate given the
structure of the Group's accounting function and the size of the Group.

The Board, with the assistance of the Audit Committee, is responsible for reviewing the effectiveness of the Group’s
systems of intemnal control. During the year, the Board, with the assistance of the Audit Committee, has raviewed the
effectiveness of systems of intemmal control based on a review of significant risks identified and the results of quality
ard other internal audits and reports from management.




Auditor independence

The Company operates a rigorous policy designed to ensure that the auditors’ independence is not compromised by
their undertaking inappropriate non-audit work All significant non-audit work commissioned from the extemnal
auditors requires Audit Committee approval. The external auditors are only selected to undertake non-audit work
where the nature of the advice makes it more timely and cost-effective to select advisors who already have a good
understanding of the Group.

The Audit Committee has undertaken its annual review of the nature and amount of non-audit work undertaken by
the external auditors to satisfy itself that there is no effect on their independence.

Going concern

The Directors are satisfied that the Group has adequate resources to continue in operational existence for the
foreseeable future, a period of not less than 12 months from the date of this report. For this reason, they continue
to adopt the going concern basis in preparing the financial statements.

e munication with shareholders

ﬂgmpany values the views of shareholders and recognises their interests in the Group's strategy and
performance. It holds briefings with institutional fund managers, analysts and other investors, including staff
shareholders, primarily following the announcement of interim and preliminary results, as well as at other times
during the year as may be appropriate. The Company's programme of investor relations activities is designed

to ensure that the investing community receives a balanced and consistent view of the Group's performance.

All shareholders are welcomed to the Annual General Meeting, at which the Board of Directers will be available to
answer questions from shareholders. Communication is also provided through the Annual Report and the Interim
Report and the investor relations area on the Company's website, www.detica.com, on which financial and other
information is available and regularly updated.

The Chairman and Senior Independent Director have written to all major shareholders to identify themselves and
offer themselves as an alternative point of contact for matters of concern. In addition, the Board receives reports
from the Company's broker twice a year that communicate feedback from institutional shareholders. The Board also
reviews analyst coverage of the Company every month and receives reports twice a year from its financial public
relations advisors regarding the views of analysts.

By order of the Board:

“Tabn Woollhead
pany Secretary
£U May 2005
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Directors’ remuneration report

Information not subject to audit

The Remuneration Committee and its advisors

The Committee reviews the remuneration packages of Executive Directors and other senior employees of the Group
{having due regard to pay levels throughout the Group) and makes recommendations thereon to the Board within
agreed terms of reference. Chris Conway chairs the Rernuneration Committee and, during the year, its other
members have been Chris Banks and Mark Mayhew.

The Remuneration Committee has appointed The Monks Partnership, a teading firm of executive remuneration
consultants, to assess comparability with the marketplace and in particular the remuneration levels and policies
of the Group’s closest competitors and peer companies. The Committee has also engaged New Bridge Street
Consultants to assist it in developing its response to the impact of new intemational accounting standards on
Detica's equity incentive plans.

Both Tha Morks Partnershlp and New Bridge Street Consultants are independent of the Company and its Directors
Qnd provide no other services to the Company, other than, in the case of New Bridge Street Consultants, the
aluation of share incentive awards under International Financial Reporting Standards and the review of this report.

Remuneration policy

The Group's policy on Executive Directer’s remuneration is to provide competitive market-based packages which
reward Group and individual performance and motivate senior executives to achieve stated business objectives and
deliver outstanding shareholder returns. Remuneration packages comprise a basic salary, an annual performance-
related cash bonus, participation in the Group's share incentive plans, pensions and other benefits as detailed below.
As a result, a significant proportion of the Executive Directors' remuneration packages are performance-related.
Salaries and performance-related remuneration are reviewed annually and any changes effected from 1 April.

In March 2005 the Remuneration Committee undertook a fundamental review of both the structure and level of
remuneration payable to the Executive Directors. The Monks Partnership was retained to provide relevant benchmark
data from 20 comparable companies and competitors. It was agreed in principle that remuneration should be
considered as a total package including basic pay, cash banus and equity incentivisation, It is the Committee’s policy
to provide an upper quartile total remuneration opportunity through competitive levels of fixed and variable
performance-related remuneration.

The results of the review and levels of remuneration in respect of the forthcoming year commencing 1 April 2005
are detailed later in this report.

Share incentives
The Group has a number of share incentive schemes, of which all members of staff, including the Executive Directors,
re potential beneficiaries. These include:

« an Employee Share Option Scheme ("ESCS");
+ along-Term Incentive Plan ("LTIP"}; and
+ an All-Employee Share Ownership Plan.

During the year, the Company did not grant any share options under the Employee Share Option Scheme to
Executive Directors and does not intend to make any grants under this scheme to the Executive Directors in the
next financial year.

(n addition, the Group has established an Inland Revenue approved subsidiary share option scheme to incentivise
full-time employees of StreamShield Networks Limited which, if fully extended, will account for a maximum of 10%
of the equity of StreamShield. These employees do not participate in any other Detica share incentive schemes.

When awarding share incentives, the Remuneration Committee ensures that over the medium to tong-term, awards
that will be satisfied by new issue shares are not granted over more than 1% per annum on average of the issued
share capital of the Company. However in the short-term, awards may be made which will exceed 1% in any one
particular year.

Since flotation in April 2002, potentially dilutive share incentives have been awarded and are still outstanding over
537,743 shares amounting to 2.4% of the issued share capital of the Company.

The Detica Group Employee Trust will make shares available to cover the accumulated anticipated LTIP entitlement
at 31 March 2005 from the shares it holds which are not already set aside to cover other awards made under the
Employee Share Option Scheme and All-Employee Share Ownership Plan. It is anticipated that future awards under
the LTIP will be satisfied by new issue shares.
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Components of remuneration

Basic salary

Basic salary for each Executive Director is based on externally benchmarked market data for comparable companies
operating in T services, management consulting and relevant high-tech sectors, taking into account individual
performance, experience and achievement of objectives.

The salaries of Tom Black and Mandy Gradden for the last two financial years are set out in the table on page 34.

The benchmarking exercise undertaken in March 2005 provided the Remuneration Committee with relevant
comparable data which identified that the existing salaries of the Executive Directors were significantly below
marketplace comparators. In additicn, the Committee considered the excellent performance of the Group over

the last two years and its increasing size and complexity and the specific experience of the Executive Directors which
is critical to the Group's continued success when agreeing salaries for the year commencing 1 April 2005, With effect
from 7 April 2005, Tom Black's salary is £250,000 an increase of 13.6% and Mandy Gradden's salary is £175,000 an
increase of 16.6%.

on
Tom Black is a member of the Group's Executive Pension Plan, a money purchase scheme which provides for
age-related contributions of between 10% and 20% of basic salary. Mandy Gradden is a member of the Group
Personal Pension Scheme, a money purchase scheme which provides for contributions of up to.13.75% of
basic salary.

During the year, Company contributions amounted to £31,000 for Tom Black and £19,700 for Mandy Gradden,

Benefits
Benefits include the provision of a car allowance, payment for private fuel, life assurance, partner tife cover, travel
insurance, personal accident insurance, permanent health insurance and private medical insurance.

Performance-related remuneration

{i} Annual performance-related cash bonus

The Group operates a discretionary cash bonus scheme for all staff. Criteria which dictate the level of annual
pesformance-related cash bonus awarded to the Executive Directors are defined and agreed by the Remuneration
Committee as:

« EPS growth;
« turnover growth; and
a lesser extent, performance against personal objectives,

cash bonus awarded to each of the Executive Directors in each of the last two financial years is set out in the
table on page 34. The maximum cash bonus award under the scheme for the year just ended was 60% of base salary
for Tom Black and 50% of base salary for Mandy Gradden. The actual cash bonus awarded amounted to 57%
(2004: 50%) of base salary for Tom Black and 35% (2004: 27%) of base salary for Mandy Gradden.

In order to ensure that the remuneration packages of the Executive Directors are increasingly dependent on
performance, for the year ended 31 March 2006, the maximum annual petformance-re!ated cash bonus levels are
100% of salary for Tom Black and 60% of salary for Mandy Gradden. In order to receive the maximum bonus, 125%
of target performance must be achieved in 2006, Target performance is based on annual fully diluted EPS growth,
annual revenue growth, both of which carry a 40% weighting and the achievement of personal abjectives which
carries a 20% weighting. A sliding scale of bonus payments will be made if 2006 performance is between 90% and
125% of target. If performance is below 90% of target, no bonus is awarded.

If target performance is achieved, a 60% cash bonus is payable to Tom Black and a 36% bonus is payable to Mandy
Gradden. Target performance is in itself challenging and in order to receive the maximum bonuses as detailed above
performance will need to be exceptional.

A similar scheme applies to other senior employees of the Group.



.

Annual report and accounts 2005

(ii) Share incentives
Details of the entitlements of the Executive Directors under the LTIP and ESOS as at the end of the financial year
and movements in the year are given on page 35.

During the year the Group granted awards over 5,000 shares under the LTIP to Mandy Gradden based on her
performance in the year ended 31 March 2004. The awards will be payable in shares at the end of a vesting period
subject to the satisfaction of performance conditions, and continued employment, as described on page 35.

LTIP awards will be made in June 2005 relating to the Executive Directors’ performance in the year ended 31 March
2005 which will equate to 15,000 shares (approximately 50% of 2005 base salary) for Tom Black and 7,000 shares
{approximately 35% of 2005 base salary) for Mandy Gradden,

The awards will vest fully if the Group’s compound eamings per share growth over the three years from grant
(measured by reference to EPS in the year immediately prior to grant) exceeds inflation by 15% per annum. If it
exceeds inflation by an average of 10% per annum, the award will vest as to 50% of the maximum (which the
Committee considers an appropriate level of vesting for achieving this level of EPS growth). If average EPS growth

xceeds inflation by between 10% and 15% growth, then the award will vest proportionately. The award will not
vest at all if average EPS growth exceeds inflation by less than 10% per annum.

EPS was chosen as it is a key indicator of the Group's underlying financial performance. The extent to which
the performance condition is satisfied will be reviewed by a third party to ensure independent verification.
The Committee is cognisant of the impact of changing to International Financial Reporting Standards in the
coming financial year on the EPS based performance conditions and will liaise with its extemal advisors to
determine the correct approach to take these changes into account,

LTIP awards in respect of performance for the year to 31 March 2006 will be made in June 2006. The maximum
value of LTIPs to be awarded to Tom Black will be now capped at 100% of basic salary and to Mandy Gradden at
60% of basic salary. Previously both were capped at the scheme limit of 200%. In order to receive the maximum
award, 125% of target performance must be achieved in 2006. The targets and sliding scales are identical to those
established for the annual performance-related cash bonus as set out above. The vesting conditions in respect of
any LTIP award made will be agreed at the date of award in June 2006.

A similar scheme applies to other senior employees of the Group.

Non-Executive Directors

The remuneration of the Chairman which takes the form solely of fixed salary is set by the Remuneration
Committee. The remuneration of the other Non-Executive Directors again takes the form solely of a fixed salary,
which is set by the Board, having taken advice on appropriate levels. Directors are not involved in discussions relating

.to their own salary or benefits.

Service contracts ‘
The service agreements and letters of appointment of the Directors include the following terms:

Date of contract Notice period Unexpired term
Non-Executive ‘
Chris Conway 8 July 2004 = 2 years, 2 months
Chris Banks 8 July 2004 = 2 years, 2 months
Mark Mayhew 1 May 2003 = : = 1 year, 2 months
Executive -
TomBlack 20 September 2001 6 months Rolling
Mandy Gradden 16 June 2003 6 months Rolling

The Executive Directors are subject to rolling contracts and offer themselves for re-election at least every three
years in accordance with the Company’s Articles of Association. Payments on termination for Executive Directors
are restricted to the value of salary and contractual benefits for the notice period. There are no other predetermined
provisions for Executive Directors with regard to compensation in the event of loss of office.

None of the Non-Executive Directors has a service agreement, Letters of Appointment provide for an initial period
of three years, subject to review. In July 2004, the initial period in respect of Chris Conway and Chris Banks was
extended by three years, to expire on the date of the 2007 Annual General Meeting. Payments on termination arise
in certain circumstances but are restricted to the value of salaries accruing between the date of termination and the
next Annual General Meeting.
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Directors’ interest in shares
Directors had the following beneficial and family interests in the issued share capital of the Company. There have
been no changes between the end of the financial year and the date of this report.

Ordinary shares of 2p each Ordinary shares of 2p each
2005 2004

At 31 March

Non-Executive

Chris Conway 47336 47,336
Chris Banks 40,000 40,000
Mark Mayhew 3,000 -
Executive ‘

Tom Black 1,342,836 1,442,836
Mandy Gradden 970 970

ormance graph
ollowing graph shows the total shareholder retum (with dividends reinvested) from 30 April 2002, the date of
the Company'’s flotation on the London Stack Exchange against the corresponding change in a hypothetical holding
in shares in both the FTSE Small Cap Index and the FTSE Software and Computer Services Index

The FTSE Small Cap and FTSE Software and Computer Services indices both reprasent broad equity indices in
which the Company is a constituent member. Inclusion of the FTSE Small Cap Index gives a market capitalisation-
based perspective, whilst the FTSE Software and Computer Services Index gives an industry sector perspective.
The share price of the Company at 30 April 2002 (being the date of the Company’s flotation) was 400 pence

and at 31 March 2005 was 740 pence.
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Information subject to audit

Remuneration
The remuneration of the Directors was as follows:

_ Salary Borus Benefits Fees Subtotal Pension Total
Year ended 31 March 2005 2004 2005 2004 2005 2004 2005 2004 2005 2004 2005 2004 2005 2004
£000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £'000 £000 £000 E£'000
Non-Executive ‘
Chris Conway 60 60 - - - - - - 60 60 - - 60 60
Chris Banks 30 30 - - - - - - 30 30 - - 30 30
Mark Mayhew ’
{from 1 May 2003) 30 28 - - = - - - 30 28 - - 30 28
Simon Leefe
{until 1 May 2003) - - - -~ = - 1 - 1 - - -1
Executive
Tom Black 220 200 125 100 15 15 - - 360 315 31 28 391 343
Mandy Gradden
(from 17 July 2003} 150 99 53 27 12 9 - - 215 135 20 11 235 146
Andrew Alcock
(untit 17 July 2003) - 4% - - - 4 - - - 50 ‘- 4 - &4

490 463 178 127 27 28 -

-

695 619 51 43 746 662

Director’s fees for Simon Leefe were paid to Candover Services Limited.




Directors’ interests in share options
As at the year end and the date of this report, the interests of the Directors in options to subscribe for ordinary
shares under the share incentive schemes detailed above were as follows;

Director Market Options Options
value held at Granted held at Earliest

Date at date 1 April during 31 March Exercise  Pesformance exercise Expiry
of gramt of grant 2004 the year 2005 price  conditions date date
Tom Black* 13/08/03 420p 12,500 - 12500 1p -1 13/08/06 13/08/13
Torn Black™ 13/08/03 420p 12,500 - 12,500 1p 1 13/08/07 13/08/13
Mandy Gradden** 13/08/03 420p 32500 - 32500 420p 2 13/08/06 13/08/13
Mandy Gradden** 13/08/03 420p 32,500 - 32500 420p 2 13/08/07 13/08/13
Mandy Gradden*  13/08/03 420p 3300 - 3,300 1p 1 13/08/06 13/08/13
Mandy Gradden*  13/08/03 420p 3300 - 3300 1p 1 13/08/07 13/08/13
Mandy Gradden*  29/06/04 577.5p - 2,500 2500  1p 1 259/06/07 29/06/14
andy Gradden*  29/06/04  577.5p - 2500 2500 1p 1 29/06/08 29/06/14

* Award granted under the LTIP
**award granted under the ESOS -

Performance conditions

1 The awards will vest fully, subject to continued employment, if the Group’s compound earnlngs per share growth
over the three years from grant {measured by reference to EPS in the year immediately prior to grant} exceeds
inflation by 15% per annum, If it exceeds inflation by an average of 10% per annum, the award will vest as to
50% of the maximum. If average EPS growth exceeds inflation by between 10% and 15% growth, then the
award will vest proportionately. The award will not vest at all if average EPS growth exceeds inflation by less
than 10% per annum.

2 The options will vest fully, subject to continued employment, if the Group's compound eamings per share growth
over the three years from grant (measured by reference to EPS in the year immediately prior to grant} exceeds
inflation by 10% per annum. If it exceeds inflation by an average of 5% per annum, the award will vest as to
50% of the maximum. I average EPS growth exceeds inflation by between 5% and 10% growth, then the award
will vest proportionately. The award will not vest at all if average EPS growth exceeds inflation by less than
5% per annum.

During the year, the Company's share price varied between 783.5 pence and 540 pence, averaged 635.2 pence and
ended the year at 740 pence.

Approved by the Board and signed on its behalf:

Chairman, Remuneration Committee
20 May 2005



Statement of Directors’ responsibilities

Company law requires the Directors to prepare financial statements for each financial year which give a true and
fair view of the state of affairs of the Company and the Group and of the profit or loss of the Group for that period.
In preparing those financial statements, the Directors are required to:

+ select suitable accounting policies and then apply them consistently;
« make judgements and estimates that are reasonable and prudent;

« state whether applicable accounting standards have been followed, subject to any material departures disclosed
and explained in the financial statements; and

» prepare the accounts on the going concern basfs unless it is inappropriate to presume that the Company will
continue in business,

The Directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any
i the financial position of the Company and to enable them to ensure that the financial statements comply with
'ompanies Act 1985. They are also responsible for safeguarding the assets of the Company and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularities.

Approved by the Board and signed on its behalf:

*.John Woollhead
Company Secretary
20 May 2005
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Independent auditors’ report

We have audited the Group’s financial statements for the year ended 31 March 2005 which comprise the Group
profit and loss account, Group statement of total recognised gains and losses, Group balance sheet, Company
balance sheet and Group cash flow statement, and the related notes 1 to 23. These financial statements have been
prepared on the basis of the accounting policies set out therein. We have also audited the information in the
Diractors’ Remuneration report that is described as having been audited.

This report is made solely to the Company’s members, as a body, in accordance with section 235 of the Companies
Act 1985, Our audit work has been undertaken so that we might state to the Company's members those matters we
are required to state to them in an auditors’ report and for no other purpose. To the fullest extent permitted by law,
we do not accept or assume responsibility to anyone other than the Company and the Company’s members as a
body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of Directors and auditors
The Directors are responsible for preparing the Annuat Report, including the financial statements which are required
to be prepared in accordance with applicable United Kingdomn law and accounting standards as set out in the
‘Qatement of Directors' responsibilities in relation to the financial statements.
Y

Our responsibility is to audit the financial statements and the part of the Directors’ remuneration report to be
audited in accordance with relevant legal and regulatory requirements, United Kingdom Auditing Standards and
the Listing Rules of the Financial Services Authority. ‘

We report to you our opinion as to whether the financial statements give a true and fair view and whether the
financial statements and the part of the Directors’ Remuneration report to be audited have been properly prepared
in accordance with the Companies Act 1985. We also report to you if, in our opinien, the Directors’ report is not
consistent with the financial statements, if the Company has not kept proper accounting records, if we have not
received all the information and explanations we require for our audit, or if information specified by law or the
Listing Rules regarding Directors’ remuneration and transactions with the Group is not disclosed.

We review whether the Corporate governance statement reflects the Company's compliance with the nine
provisions of the 2003 FRC Combined Code specified for our review by the Listing Rules of the Financial Services
Authority, and we report if it does not. We are not required to consider whether the Board's statements on internal
‘control cover all risks and controls, or form an opinion on the effectiveness of the Group's corporate governance
procedures or its risk and control procedures.

We read other information contained in the Annual Report and consider whether it is consistent with the audited
financial statements. This other information comprises the Chairman's statement, Chief Executive's review and
Financial review, Directors’ report, Corporate govemance statement and unaudited part of the Directors’
Remuneration report. We consider the implications for our report if we become aware of any apparent misstatements
or material inconsistencies with the financial statements. Our responsibilities do not extend to any other information.

‘dasis of audit opinion

We conducted our audit in accordance with United Kingdom Auditing Standards issued by the Auditing Practices
Board. An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the
financial statements and the part of the Directors’ remuneration report to be audited. It also includes an assessment
of the significant estimates and judgements made by the Directors in the preparation of the financial statements,
and of whether the accounting policies are appropriate to the Group's circumstances, consistently applied and
adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance that the financial statements
and the part of the Directors’ Remuneration report to be audited are free from material misstatement, whether
caused by fraud or other irregularity cr error. In forming our opinion we also evaluated the overall adequacy of

the presentation of information in the financial statements and the part of the Directors’ Remuneration report

to be audited.

Opinion
in our opinion:

« the financial statements give a true and fair view of the state of affairs of the Company and of the Group as at
31 March 2005 and of the profit of the Group for the year then ended; and

» the financial statements and the part of the Directors’ Remuneration report to be audited have been property
prepared in accordance with the Companies Act 1985.

Ernst & Young LLP, Registered Auditor

e Lot £ P uf
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Group profit and loss account

for the year ended 31 March 2005

2005 2004
Notes . £000 £000
Turmnover 2 71,027 53,523
Net operating costs before amortisation of goodwill {62311) (4476
Amortisation of goodwill ) 9 (653) (355)
Net operating costs 3 (62964) (45202)
Operatingprofit 8,063 8,321
Bank interest receivable ‘ 718 455
Interest payable on bank loans and overdrafts - (1)
Profit on ordinary activities before taxation 8,781 8,775
- Taxation (2863) (2,894
Exceptional tax credit on employee exercise of share options B ‘ 905 1,736
Tax on profit on ordinary activities 4 {1.958) (1,158}
{ on ordinary activities after taxation 6,823 7617
Equity minority interest 11 48 -
Profit for the year . 6,871 7617
Equity dividends 6 (1,359) (1,207)
Profit retained for the financial year 16 ' 5512 6,410
Eamings per share . 7
Basic . 32.1p 36.8p
Diluted 31.3p 35.3p
Adjusted for the impact of goodwill amortisation:
Basic . 352 39.0p
Diluted T 34.3p 373p
Adjusted for the impact of goodwill amortisation and the ‘
exceptional tax credit on employee share option exercise: )
Basic L 30.9p 30.6p
Diluted ©30.2p 29.3p

8roup statement of total recognised
gains and losses

There are no recognised gains or losses other than the profit attributable to the shareholders of the Group of

£6,871,000 in the year ended 31 March 2005 (2004: £7,617,000). The implementation of UITF 38, as described

in note 1, has led to a reduction in reported reserves of £1,326,000 at 1 April 2004.
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Croup balance sheet

at 31 March 2005

Detica Group plc
Annual report and accounts 2005

Restated

(rote 1)
2005 2004
Notes £000 E000
Fixed assets
Intangible assets 9 2,176 2,829
Tangible assets 10 5,739 3676
7915 6,505
Current assets
Stocks 12 920 1125
Debtors 13 20,079 14,853
Cash at bank and in hand 21,501 17,740
42,500 33,718
Creditors: amounts falling due within one year 14 17,283 13,379
Net current assets 25217 20,339
Total assets less current liabilities 33,132 26,844
Capital and reserves ‘
Called up share capital 15 447 447
Share premium 16 17,196 17,196
Capital redemption reserve 16 747 747
Profit and loss reserve 16 14,750 8,454
Equity shareholders’ funds 33,140 26,844
Equity minority interest 1 (8) -
Total capital employed 33,132 26,844

For and on behalf of the Board on 20 May 2005

Tom Black Mandy Gradden
Chief Executive Finance Director

A/~
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Company balance sheet

at 31 March 2005

Detica Group plc
Annual report and accounts 2005

Restated
(note 1)
2005 2004
Notes £00D £1000
Fixed assets

Investrments 1 16,636 14,836

Current assets
Debtors 13 5,246 6,437
Cash at bank and in hand - 46
5.246 6483
Creditors: amounts falling due within one year 14 935 841
Net current assets 4,311 5,642
Total assets less current liabilities 20,947 20478

.Capital and reserves

Called up share capital 15 447 447
Share premium 16 17,156 17,196
Capital redemption reserve 16 747 747
Profit and loss reserve 16 2,557 2,088
Equity shareholders' funds 20,947 20,478

For and on behalf of the Baard on 20 May 2005
IQM@Z[ @4/7747/ N

Tom Black
Chief Executive

Mandy Gradden
Finance Director
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Group cash flow statement

for the year ended 31 March 2005

Restated
{note 1)
2005 2004
Notes £'000 £000
Cash inflow from operating activities 17(3) 8,492 8,349
Returns on investments and servicing of finance :
Interest received ‘ 692 455
Interest paid - (1
Net cash inflow from returns on investments and servicing of finance ‘ 692 454
Taxation
Corporation tax paid {869) (2,521)
Capital expenditure
Payments to acquire tangible fixed assets (3.907) {2,038)
chuisitions ‘
urchase of subsidiary undertaking - (2,855)
Net cash acquired with subsidiary undertaking - 119
‘ - (2.736)
Equity dividends paid ‘ (1,242) {999)
Net cash inflow before financing 3,166 509
Financing
Payments to acquire own shares } - ) (374)
Proceeds from disposal of own shares 555 1013
Proceeds from issue of shares in subsidiary to minority interest 40 -
Net cash inflow from financing 595 639
Increase in cash 17(c) 3,761 1,148
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Notes to the financial statements

at 31 March 2005

1 Accounting policies
The principal accounting policies are set out below and have been applied consistently throughout the year and the
preceding year, with the exception of the accounting policy for own shares (see below).

Change in accounting policy

The Group has adopted Urgent Issues Task Force Abstract 38 “Accounting for ESOP Trusts” ("UITF 38"), effective from
1 April 2004. UTIF 38 requires that the consideration paid by employee share ownership plan ("ESOP”) trusts to
acquire Detica shares to be deducted from shareholders’ funds and that no gains or loss should be recognised on the
purchase, sale, issue or cancellation of Detica's own shares. Previously own shares held by the Employee Trust were
dlassified as a fixed asset investrnent and their carrying value was reviewed periodically for impairment and any
impairment losses ware recorded in the profit and loss account.

Own shares held by the Employee Trust with a book value at 31 March 2004 of £1,326,000 have been reclassified
from fixed asset investments to shareholders’ funds, resulting in a corresponding reduction in the Group's net assets,
as reported above. Comparative figures in the balance sheets, cash flow and related notes have been restated.

.e same time, the Group adopted the revised UITF Abstract 17 "Employee Share Schemes” which requires that
long term incentive plan awards satisfied by shares held by the Employee Trust be charged to the profit and loss
account not at the cost of the shares to the Trust, but at the intrinsic value to employees at the date of grant.

This has had the effect of increasing the charge in the profit and loss account for LTIPs by approximately £155,000
for the year just ended. The impact on the prior year profit and loss account is insignificant.

Basis of preparation
The financial statements have been prepared under the historical cost convention and in accordance with the
Companies Act 1985 and applicable Accounting Standards.

Basis of consolidation
The Group accounts consolidate the accounts of Detica Group ple and all its subsidiary undertakings (together “the

Group”) drawn up to 31 March 2005. The results of subsidiaries acquired are included from the date at which control
passed to the Group.

No profit and loss account is presented for Detica Group plc (“the Company”} as permitted by section 230 of the
Companies Act 1985.

GCoodwill

Purchased goodwill arising on the acquisition of subsidiary undertakings is the difference between the fair value of
net assets acquired and the fair value of consideration paid. Goodwill is capitalised as an intangible asset and
amortised over its useful economic life which is estimated by the Directors and which will vary depending on the

isition. Prior to the adoption in 1998 of FRS 10, Goodwill and Intangible Assets, goodwﬂl was (and remains)
.en off directly against reserves.

Derivative instruments

The Group uses forward foreign currency contracts to reduce exposure to foreign exchange rates. The Group's criteria
for forward foreign currency contracts are:

+ the instrument must be related to a foreign currency asset or liability that is probable and whose characteristics
have been identified;

+ it must involve the same currency as the hedged item; and
+ it must reduce the risk of foreign currency exchange movements on the Group's operations. !

The rates under such contracts are used to record the hedged item. As a result, gains and losses are offset against the
foreign exchange gains and losses on the related financial assets and liabilities or, where the instrument is used to
hedge a committed, or probable, future transaction, gains and losses are deferred until the transaction occurs.

Tumover

Turnover derived from professional fees billed to clients on a time and materials or fixed-price basis represents the
value of work completed, including attributable profit, based on the stage of completion achieved on each project.
For time and materials projects, turnover is recognised as services are performed. For fixed-price projects, turnover is
recognised according to the stage of completion which is determined using the percentage-of-completion method
based on the Directors’ assessment of progress against key project milestones and risks, and the ratio of costs
incurred to total estimated project costs.

Tumover frorn support contracts is spread evenly over the period of the support contract.

Turnover from the sale of products is recognised on delivery of the equipment to custorhers.
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1 Accounting policies continued

Tumover continued

In accordance with Application Note G of FRS 5 "Accounting for the substance of transactions”, to the extent that
the Group acts as principal in the transacticn, turnover from recharging to dients the cost of specialist managed
subcontractors, the purchase of software or hardware for client assignments and staff expenses incurred in the
performance of client assignments, together with associated mark-up (if applicable), is recognised as these costs
are incurred, Where the Group acts as agent in the transaction, only the mark up is recognised as Group turnover.

Income is accrued where these revenue recognition policies result in the recognition of revenue before invoices
are sent to clients. The cumulative impact of any revisions to the estimate of percentage-of-completion of any
fixed-price contracts is reflected in the period in which such impact becomes known.

Amounts recoverable on contracts ‘
Amounts recoverable on contracts represents turnover recognised to date less amounts invoiced. Full provision is
made for known or anticipated project losses. |

eferred income
Deferred income represents amounts received in advance tess tumover recognised to date on support contracts,

Stocks

Stocks are stated at the lower of cost and net realisable value. Cost includes direct project costs and staff costs plus
attributable overheads based on a normal leve! of activity.

Research and development
Research and development costs are written off in the period in which they are incurred unless they are to be
reimbursed by dlients,

Depreciation
Depreciation is charged on the following bases to reduce the cost of the Group's tangible fixed assets to their net
realisable values over the estimated useful lives at the following rates:

Leasehold premises 10% straight line
Office furniture and equipment 20% straight line
Computers, ancillary equipment and electronic test equipment 20-33% straight line
Taxation

e charge for taxation is based on the profit for the period and takes into account taxation deferred because of
ming differences between the recognition of certain items for taxation and accounting purposes.

Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the balance
sheet date where transactions or events have occurred at that date that will result in an obligation to pay more, or
a right to pay less or to receive more, tax, except that deferred tax assets are recognised only to the extent that the
Directors consider that it is more likely than not that there will be suitable taxable profits from which the future
reversal of the underlying timing differences can be deducted. ‘

Deferred tax is measured on an undiscounted basis at the tax rates that are expected to appty in the periods in
which timing differences reverse, based on tax rates and laws enacted or substantively enacted at the balance
sheet date.

Foreign currencies

Monetary assets and liabilities denominated in foreign currencies are translated at the rate of exchange ruling at the
balance sheet date. Transactions in foreign currencies are translated into sterling at the rate of exchange ruling at the
date of the transaction. All exchange differences are dealt with through the profit and [oss account.

Pension costs

The Group operates a defined contribution pension scheme for certain Directors and employees and makes
contributions to a Group personal pension plan for the majority of employees. Pension costs are calculated annually
and charged in the profit and loss account as they arise.

Lease commitments and hire purchase contracts
Payments under operating leases are charged to the profit and loss account as incurred.
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2 Turmover
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Turnover is attributable to one continuing activity, the provision of IT services and solutions. Turover by origin,

operating results and net assets all relate to operations within the UK.

Analysis of tumover by geographical market is given below:

2005 2004
£'000 £000
United Kingdom 64.731 50,201
United States of America 4,850 3078
Rest of Europe 1,085 244
Rest of World 361 -
71,027 53,523
‘t operating costs

2005 2004
£000 £000
Project costs 11,004 7,149
Staff costs (note 8) 36,939 27,150
Depreciation of owned fixed assets (note 10) 1,743 1,441
Amortisation of goodwill {note 9) 653 435
Other operating charges 10,835 7,350
Operating lease rentals
- Plant and machinery 324 314
— Other 1,285 1,260

Auditors’ remuneration '
—audit services 61 47
— non audit services 120 56
62,964 45,202

Auditors’ remuneration noted above includes £29,000 (2004: £25.000) related to the audit of the parent company.
Non-audit fees relate to taxation advice, advice on the establishment of the StreamShield Networks share option
plan, advice on the transition to IFRS and the auditors’ review of the half year statement.

iin the net operating costs presented above is £2,912,000 (2004: £1,867,000) relating to the Group's research

and development activities.

4 Tax on profit on ordinary activities

2005 2004
£000 £000

UK corporation tax
Current tax on income of this year 1,894 1,148
Adjustments in respect of prior years 22 38
1916 1,186
Deferred tax L
Deferred tax on income of this year 62. 3
Adjustments in respect of prior years (20) {25)
42 (28)
1,958 1,158
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4 Tax on profit on ordinary activities continued
The principal factors affecting the tax charge for the year are described below:

005 2004
£000 £000
Group prefit on ordinary activities before taxation 8,781 8,775
Tax on Group profit on ordinary activities before taxation at 30% (2004: 30%) 2,634 2,633
Tax effects of:
— Expenses not deductible for tax purposes 145 153
- Brought forward tax losses _ {258) -
— US start up losses ‘ 176 -
- Accounting depreciation {lower than) / in excess of tax depreciation ‘ (95) 32
— Other timing differences {100) {65)
— Adjustments in respect of prior years 22 38
t Goodwill amortisation ' 196 131
Other differences _ | 101 -
Exceptional tax credit relating to exercise of share options ‘ (905) {1,736)
Total current tax charge ‘ 1916 1,186

At 22.2% (2004: 13.2%) the effective tax rate for the Group has once again benefited from an exceptional tax credit
of £905,000 (2004: £1,736,000). This represents a statutory deduction equivalent to the profits made by employees
on exercise of share options. The credit was unusually large in 2004 because a significant number of pre-float options
were exercised during that year. In future years, the magnitude of this tax credit will depend on the number of
options exercised by employees as well as the share price at the time of exercise. In 2006, a maximum of 375,000
options with an average exercise price of 217 pence will be exercisable,

Deferred tax ]

The deferred taxation asset at 30% (2004: 30%) is analysed over the following timing differences:

' 7 Unprovided  Unprovided Provided Provided
2005 2004 2005 2004
£'000 £000 £'000 £000

Decelerated capital allowances 121 ~ 65 73

Other timing differences _ 143 ~ - 34

Tax losses 3,733 4,230 - -

3,997 4,230 65 107

Unprovided deferred tax relates mainly to carried forwand unutilised Rubus trading losses totalling £12.0 million

{2004: £12.9 million). This asset has not been recognised on the basis that there is insufficient evidence that the

asset will be recoverable as at the balance sheet date and will only be recognised with improved predictability of
taxable profits in the foreseeable future.

Movements in the deferred taxation asset during the year were as follows:

2005 2004

£'000 £000
At 1 Aprit _ _ | 107 79
Profit and loss account (42) 28
At 31 March (note 13) 65 107

5 Profit attributable to members of the parent company
The profit for the period dealt with in the accounts of the parent company, before accounting for dividends, was
£1,273,000 (2004: £2,024,000).
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6 Dividends
2005 2004
£000 £000
Ordinary shares _
Interim paid (2.1p (2004: 1.8p) per ordinary share) 450 415
Final proposed (4.2p {2004: 3.7p) per ordinary share) 909 792
Equity dividends (6.3p (2004: 5.5p) per ordinary share) i 1359 1,207

During the year, the Employee Benefit Trust waived equity dividends totalling £42,000 (2004: £74,000) which has
been deducted in amiving at the above figures. |

7 Eamnings per share
bcalculation of eamings per share on page 38 is based on the following data:
o } 2005 2004
“Number of shares r‘mmohgor Nurﬂo‘?&
Weighted average number of shares in issue 22,353 22,353
Weighted average number of shares held by the Employee Benefit Trust {956) (1.681)
Basic weighted average shares in issue _ 21,397 20,672
Dilutive effect of share options 526 894
Diluted weighted average shares in issue 21,923 21,566
i 2005 2004
£000 £000
Eamings - )
Profit retained for the year 4 _ 5512 T 6410
Dividend on ordinary shares 1,359 1,207
Eamings used in basic and diluted earnings per share 5871 7,617
Adjusted eamings B ]
Earnings used in basic eamings per share 6871 7,617
— add back amortisation of goodwill . 653 435
Subtotal 7.524 8,052
,ﬂct exceptional tax credit (005) - {1.736)
Adjusted eamings used in basic and diluted eamings per share 6,619 6,316

Two measures of adjusted eamings per share, firstly excluding goodwill amortisation and secondly excluding
goodwill amortisation and the exceptional tax credit, have also been included on page 38 as the Directors consider
these figures to be helpful for a better understanding of the performance of the Group.

8 Staff costs

‘ 2005 2004
£000 £000

Wages and salaries ‘ 31,320 22,823

Saocial security costs ) B 3,253 2,548

Pension costs 2,366 1,779

36939 27,150

The number of employees (excluding Non-Executive Directors) during the year was as follows;

2005 2004

. Number Number

Revenue earners : N .4 344
Support staff 80 63
Average number of employees 541 407

Number of employees at 31 March . : 582 492
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8 Staff costs continued

Group pension arrangements

The Group contributes to a Group personal pension plan for the majority of employees and also operates a number
of defined contribution pension schemes for some Directors and employees. The assets of occupational pension
schemes are held separately from those of the Group in independently administered funds,

The pension charge for the year was £86,000 (2004: £83,000) for the defined contribution ‘schemes and £2,280,000

(2004: £1,696,000) for the payments to the Group personal pension plan, The unpaid contributions outstanding at
the year end were £1,000 {2004: £31,000).

9 Intangible assets

Cost L

t 1 April 2004 and 31 March 2005 3,264
ortisation :

At 1 April 2004 435

Charge for the year T 653

At 31 March 2005 1,088

Net book value L

At 31 March 2005 ) 2,176

At 1 April 2004 2,829

This goodwill, which relates to the acquisition of Rubus in August 2003, is being amortised:over its usefui life which
is estimated to be five years.

10 Tangible fixed assets
B Computers. T
ancillary
Office equipment
Leasehold  furniture and  and electronic
premlses eqmpment test eqmpment Total
£000 £'000 £'000 £000
Cost ——
1 April 2004 - 2617 1,117 5898 9,632
‘;ditions . 621 221 3,065 3.907
Disposals (671} (168) (1.692) (2531
At 31 March 2005 2,567 1,170 7271 11,008
Depreciation .
At 1 April 2004 1,379 661, 3,916 5956
Charge for the year 283 156 1,304 1,743
Disposals (587) (152} (1,691} (2.430)
At 31 March 2005 1,075 665 3,529 5,269
Net book value o
At 31 March 2005 1,492 505 3,742 5,739
At 1 April 2004 1,238 456 1,982 3,676
11 Investments
“Fon
Shares in Group undertakings L
At 1 April 2004 T ; 14,836
Additions 1,800

At 31 March 2005 16,636




11 Investments continued

The addition in the year represents the Company’s subscription for 18,000,000 shares in StreamShield Networks
Limited in October 2004, At the same time, StreamShield Networks Limited issued a total of 400,000 shares to

Sir Stephen Lander and Simon Gawne, both Directors of that entity, for an aggregate cash consideration of £40,000.
At the same time opticns over 1,170,000 ordinary shares in StreamShield Networks Limited were issued to
incentivise employees of that company. '

Shares in Group undertakings represent the Company's investment in the following entities, all of which operate
principally in their country of incorporation.

- Proportion of
ordinary share
Company name Country of incorporation Principal activity capital held
Detica Limited England and Wales Specialist IT consultancy 100%
StreamShield Networks Limited o
(formerty Detica {IPR) Limited) England and Wales _____Internet content security 97.8%
Inc* USA Specialist {T consultancy 100%
Detica System Integration Limited ! a
(formerly Detica (Rubus) Limited}*  England and Wales ___ Specialist IT consultancy 100%
Detica Holdings Limited England and Wales Holding company 100%
Rubus Limited England and Wales Holding company 100%
Detica (IPR) Limited {formerly
StreamShield Networks Limited)*  England and Wales Dormmant 97.8%
StreamShield Limited* England and Wales Domant 97.8%
StreamShield Networks inc.* USA Dormant - 97.8%
*Held indirectly via intermediate holding companies.
12 Stocks
- " 2005 2004
£000 £000
Work in progress 920 1,125
13 Debtors
- Group Group Company Company
2005 2004 2005 2004
£000 £'000 £000 £000
'debtors 15,198 10,440 - -
Amounts owed by subsidiary undertaking - - - 5,246 6414
Other debtors 318 270 - -
Amounts recoverable on contracts 3,454 2,999 - -
Current corporation tax - 229 - -
Deferred tax asset (note 4) 65 107 - -
Prepayments and accrued income 1,044 808 — 23
20,079 14,853 5,246 6437
Included within amounts recoverable on contracts is accrued profit of £772,000 (2004: £770,000).
14 Creditors: amounts falling due within one year
TR TR
£/000 £000 £000 £1000
Payments received on account 2,515 2,991 - -
Deferred income 595 218 - -
Trade creditors 3572 1,862 5 5
Current corporation tax 818 - - -
Dividends payable {note 6) 909 792 909 792
Social security and other taxes 3,849 3,421 - -
Accruals 5025 4,095 21 44
17,283 13,379 935 841
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15 Share capital
- 2005 2004

Number Number 2008 2004

000 ‘000 £000 £'000

Authorised
Ordinary shares of 2p each 35,000 35,000 700 700
Allotted, called-up and fully paid :
Ordinary shares of 2p each 22,353 22,353 447 447

The number of ordinary shares in issue at 31 March 2005 was 22,352,733,

Share options

The Company has a number of share option schemes over which options to subscribe for the Company’s shares or
purchase shares from the Employee Benefit Trust have been granted to Directors and staff, Options granted by the

ﬁpany and by the Employee Benefit Trust under the share option schemes at 31 March 2005 were as follows:

Exercisable in

Granted duri Options at Options at the period
the year e 1April Granted in Exercised Lapsed in 31 March Exercise ended
31 March 2004 the year in the year the year 2005 price 31March
Ordinary shares
of 2p each
2000 135,950 - 0 26,900} - 9,050 . 36.7p 2003-2010
2000 243,900 - (243,900} - - 70.1p 2003-2010
2001 184,538 - (86,635) - 97,903 70.7p 2004-2011
2001 17,150 - - - 17,150 139.2p 2004-2011
2001 6,300 - {850} - 5,450 -~ 159.4p 2004-2011
2001 50,000 - [_22,900) - 27,100 . 305.0p 2004-2011
2002 92,450 - (44,1 00) (2,050) 46,300 B 2400p 2005-2012
2003 30,504 - - (5,503) 25,001 3700p 2006-2013
2003 161,042 - - (12554) 148488 328.5p 2006-2013
2003 79,754 - ~ (3.417) 76,343 3150p 2006-2013
2003 40,000 - - (5000) 35000 1.0p* 2006-2013
2004 227,621 - - (16,409) 211,212 366.0p 2007-2014
2004 102,600 - - (15,000) 87,600 1.0p* 2007-2014
230,224 - (30000) (60000) 140,224  4200p 2007-2014
2004 22,800 - - (3,000} 19,900 592.5p 2007-2014
2005 - 200,338 - (16,663) 183,675 577.5p 2008-2015
2005 - 53,000 - {16,000) 37,000, 1.0p* 2008-2015
2005 - 50,000 - - 50,000 744.5p 2008-2015
1624933 303338 (555285 (155590) 1,217,396
Granted by
- Company 1238433 250,338 (31 1;385) (119,590) 1,057,796
— Employee Trust 386500 53000 (243900) (36000) 159,600
1624933 303338  (555285) (155590) 121739

*Represents awards under the Group’s LTIP.

The Employee Trust holds a total of 679,653 ordinary shares {2004: 1,234,938) which are available to satisfy options
granted leaving 537,743 (2004: 389,995) potentially dilutive share options issued since the'Company's flotation.
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16 Reconciliation of shareholders’ funds and movements on reserves

Group
Capital Total
Share Share  redemption Profitand  shareholders’
capital premium reserve loss reserve funds
£000 £000 £000 £000 £000
At 31 March 2003 447 17,196 747 3,291 21,681
Prior year adjustment {note 1, page 42) - - - (1,965) (1,865)
At 1 April 2003 447 17,196 747 1,326 19,716
Profit for the year - - - 7617 7617
Dividends ~ - - (1207) {1.207)
Reversal of LTIP charge included within profit for the year - - - v 7
Net proceeds from disposal of own shares = - -~ 639 639
@ March2004+ 447 17,19 747  BA454 26344
Profit for the year - - - 6,871 6,871
Dividends ) - - - (1,359) {1.359)
Reversal of LTIP charge included within profit for the year - - - 229 229
Proceeds from disposal of own shares - - - 355 555
At 31 March 2005 447 17,196 747 14,750 33,140

*Total shareholders’ funds as previously stated were £28,170,000 before the prior year adjustment of £1,326,000 as
described innote 1.

Company
Capital Tota-l
Share Share  redemption Profitand  shareholders’
capital premium reserve loss reserve funds

£000 £'000 £000 . £000 £000
At 31 March 2003 o 447 177086 747 2496 20,886
Prior year adjustment {note 1, page 42) B - - - (1,864) (1,864)
At 1 April 2003 o 447 17,196 747 632 19,022
Profit for the year ‘ - - - 2024 2,024
Dividends - - - (1.207) (1,207)

roceeds from disposal of own shares - - - 639 639

A March 2004* 447 17,196 747 2,088 20,478
Profit for the year - - - 1,273 1,273
Dividends ' - - - (1359 (1359)
Proceeds from disposal of own shares - - - 555 555
At 31 March 2005 447 17,196 747 2557 20,547

* Total shareholders’ funds as previously stated were £21,703,000 before the prior year adjustment of £1,225,000 as
described in note 1.

The cumulative amount of goodwill written off directly to the Group profit and loss reserve at 31 March 2005 was
£7,183,000 (2004: £7,183,000). )

The cumulative reduction to the Group profit and loss reserve relating to Detica shares held by the Employee Trust
was £771,000 {2004: £1,326,000). This represents a hotding by the Employee Trust of 679,653 (2004: 1,234,938)

shares, which, at 31 March 2005, had a market value of £5.0 million. The Employee Trust has agreed to make these
shares available as follows:

2005 2004
‘000 ‘000
Ordinary shares of 2p each held to satisfy , _
Options granted 458 1,024
Long tenm incentive plan awards 160 143
Future allotments to staff under the Group’s share incentive schemes 62 68
680 1,235

The disposals in the year relate to the exercise by employees of 555,285 options over shares held by the Employee
Trust and which the Trust had agreed to make available.
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17 Notes to the Group cash flow statement

a) Reconciliation of operating profit to net cash inflow from operating activities

2005 2004

‘ £000 £000

Operating profit 8,063 8321

Amortisation of goodwill (note 9) 653 435

Depreciation of tangible fixed assets (note 10) 1,743 1,441

LTIP charge : 229 79

Loss on disposal of tangible fixed assets {note 10) 101 -

Decrease in stocks 204 67

Increase in debtors and prepayments - (5470) [3:685)

Increase in creditors and accruals - 2,969 1,691

et cash inflow from operating activities 8,492 8,349

b) Analysis of net funds

At 1 April Increase At 31 March

2004 In cash 2005

£000 £000 £000

Cash 17,740 3,761 21,501
¢} Recondiliation of net cash flow to movement in net funds

i 2005 2004

£000 £000

Increase in cash in the period {note 17 (b)) . 3,761 1,148

Cash outflow from decrease in debt and lease financing - -

Change in net funds arising from cash flows ‘ 3,761 1,148

Movement in net cash o 3761 1,148

Opening net funds 17,740 16,592

Closing net funds 21,501 17.740

18 Derivatives and other financial instruments
Feasury activities are managed under poticies and procedures approved and monitored by the Board. These are
esigned to reduce the financial risks faced by the Group, which primarily relate to foreign currency risk, interest
rate risk and liquidity risk The Group does not undertake any trading or speculative activity in finandal instruments.

Short-term debtors, creditors and provisions due within one year have baen excluded from the disclosure below,

Foreign currency risk

9% (2004: 6%) of the tumover of the Group is derived from customers outside the UK. Approximatety 0.5%
(2004: 0.3%) of turnover is invoiced in the foreign cumrencies of the customers involved. The Group’s policy is to
eliminate 50% of cumrency exposures on award of contract and 50% at the time customer invoices are raised,
through forward currency contracts. All other tumover is denominated in sterling.

Changes in the fair value of instruments used as hedges are not recognised in the financial statements until the
hedged position matures. There are no material gains or losses on hedges in the two years ended 31 March 2005
and, at 31 March 2005 and at 31 March 2004, there were no currency exposures requiring disclosure under FRS 13,
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18 Derivatives and other finandial instruments continued

Interest rate risk

The Group's policy is to fund its operations through the use of retained eamings, equity and bank debt.
Currently there is no exposure to interest rate risk on debt. Group cash and liquid resource balances are
invested on a floating rate basis to ensure immediate access to funds. The interest rate risk profile of the
Group's financial assets and liabilities was as follows:

Financial assets
The Group's financial assets, represented entirely by cash balances at 31 March were as follows:
2005 2004
£0000 £000
Sterling denominated floating rate financial assets o 21,244 17.551
Euro denominated floating rate financial assets - 37 164
wuar denominated floating rate financial assets 220 25
+ 21,501 17,740

Interest based on LIBOR is eamed on the sterling floating rate financial assets. No interest is earned on the euro and
US dollar bank balances. There were no differences between the book value and the fair value of the Group’s financial
assets at 31 March 2005 and 31 March 2004.

Financial liabilities
The Group did not have any financial liabilities at 31 March 2005 and 31 March 2004,

Liquidity risk
The Group's objective is to maintain a balance between continuity of funding and flexibility through the availability
of overdrafts and bank loans. Short-term flexibility is achieved by overdraft facilities.

Borrowing facilities
The Group has an undrawn borrowing facility relating to an overdraft repayable on demand. The facilities available at
31 March in respect of which all conditions precedent had been met were as follows:

2005 2004
£000 £000
Expiring in one year or less 5,000 5.865
')ligations under operating leases
Annual commitments under non-cancel{able operating leases are as follows:
' tandand  Land and Other Other
buildings buildings assets assets
2005 2004 2005 2004
£000 £000 £000 £1900
Contracts expiring: .
Within one year 3 60 140 36 79
Between one and five years 573 455 122 " 11e
After five years 869 869 - -
1,502 1,464 158 195
20 Post balance sheet events

On 1 April 2005, the Group acquired the business and selected assets of Extraprise UK Limited ("Extraprise UK"),

a consultancy and systems integrator specialising in Customer Relationship Management (CRM} systems, for a cash
consideration of £0.2 million. The acquisition involved the transfer of 35 staff, the UK client list and certain fixed
assets to the Group. Subject to negotiation with Extraprise UK's former dients, the transaction is expected to include
the transfer of certain ongoing client contracts to Detica.




21 Capital commitments
The Group had capital commitments of £1,144,000 at 31 March 2005 (2004: none).

22 Contingent liabilities
The Company has entered into cross-guarantee arangements in respect of the banking and certain leasing facilities
of the Group and is the representative member for Group registration for VAT purposes.

23 Related party transactions ‘
The Group has entered into no significant related party contracts and there were no related party transactions
during the year ended 31 March 2005.
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Five-year history

Restated Restated Restatad  Restated

{note 1) {ncte 1) {note 1) (note 1)
2005 2004 2003 2007 2007
£000 £000 £/000 £000 £000

Group profit and loss account : ‘
Tumover 71,027 53,523 39,198 32,841 26,602
Net operating costs (62964) ' (45202) (32,195) (28475 (21,920}
Operating profit B 8,063 8,321 7003 - 4366 4682
Net interest receivable 718 454 434 83 2
Profit on ordinary activities before taxation 8,781 8,775 7437 4449 4684
Tax on profit on ordinary activities {1,958) 1,158y (2327) ' (1,633F (1,450)
Profit on ordinary activities after taxation 6,823 7617 5110 2816 3,234
Equity minority interest 48 - - - -
fit for the year 6,871 7617 5,110 2816 3,239_-
&nds (1359)  (1,207) (984) (1,370} (949)
Profit retained for the financial year 5512 6410 4126 = 1446 2.285

Earnings per share

Adjusted basic (pence)’ 30.9p 30.6p 26.8p 20.9p 170p
Adjusted diluted {pance)’ ) 30.2p 29.3p 24.1p 19.6p 16.5p
Growth in adjusted diluted EPS (%)’ ) 3% 2% 3% 8% 13%
Average headcount ‘ 541 407 307 270 220
Turnover growth 33% 37% 19% 23% 8%
Operating profit margin® 123%  164%  179%  178%  176%
Group balance sheet ) ) -
Goodwill . 2176 2,829 - - -
Tangible fixed assets ' 5739 3676 2,780 2356 2153
Fixed assets 7915 6,505 2,780 2,356 2,153
Stocks 920 1125 1192 - -
Debtors ] 20079 14853 9697 9357 8427

21,501 17,740 16,592 6,306 6,643
42,500 33,718 27,481 15663 15,070

Creditors due within one year 17,283 13,379 10,545 9852 8,664
Net current assets 25,217 20,339 16,936 _ 5811 6,406
Creditors due after more than one year - - - 938 1570
Provisions ) - - - - 16
Minority interest 8 - - - -
Shareholders’ funds 33,140 26,844 19,716 7,228 6,973
Notes

a) Including the effect of an exceptional tax credit of £905.000 in 2005 and £1.736,000 in 2004,

b} Including exceptional flotation expenses of £1,475,000 in 2002.

¢} Including the effect of the tax credit on exceptional flotation expenses of £215,000 in 2002.

d) Eamings per share has been adjusted for the following items:
2005 ~ goodwilt amortisation of £653,000 and exceptional tax credit of £905,000;
2004 — goodwill amortisation of £435,000 and exceptional tax credit of £1,736,000;
2002 - exceptional flotation expenses net of tax of £1,264,000; and
2000, 2001 and 2002 - the pro-forma effects of the sub-division and issue of ordinary shares on admission to the
London Stock Exchange in April 2002.

2} Before accounting for goodwilt amortisation of £653,000 in 2005 and £435,000 in 2004 and exceptional flotation
expenses of £1,479,000 in 2002.

f) Includes the Group’s investment in StreamShield Networks totalling £2,633,000 in 2005 and £495,000 in 2004,
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Implementation of International Financial
Reporting Standards (unaudited)

This information has not been subject to audit ‘

In line with all other listed companies in the European Union, the Group is required to report its results in
accordance with International Financial Reporting Standards adopted for use in the European Union (“IFRS") with
effect from the start of its new financial year commencing 1 April 2005, Detica will therefore be reporting its interim
results for the six months to 30 September 2005 and its full year accounts for the year ending 31 March 2006 under
IFRS, together with the restated comparatives.

The unaudited provisional reconciliations and notes set out on pages 55 to 58 below identify the main differences
between UK GAAP and IFRS as at, and for the IFRS comparative year ended, 31 March 2005. The reconciliations
should be considered provisional given the uncertainty that currently exists regarding industry practice on
capitalisation of development expenditure (see note 5 below) which has meant that Detica has not yet finalised
its accounting policy in this area.

These unaudited provisional reconciliations have been prepared on the basis of all IFRSs issued as at the date of this

report which are expected to be effective as at the time of the reporting of the interim and final financial statements

or the year ended 31 March 2006. However, the IFRSs are the subject of angoing review and endorsement by the
‘umpean Commission and therefore may be subject to change.

Provisicnal reconciliation of the consolidated profit and loss account from UX GAAP to IFRS
for the year ended 31 March 2005

UK IFRS IFRS
GAAP  adjustments  adjustments IFRS
£000 £000 Notes £'000
Turnover 71,027 (817) 1 70,210
Net operating costs (62,564} 817 1 {61.879)
B ) (319) 2 o
_ 6) -

653 4

- 5
Operating profit 8,063 268 8,331
Interest receivable 718 - 718
Profit on ordinary activities before taxation 8,781 268 9,049
Tax on profit on ordinary activities (1,958) (74) 6 (2032)
Profit on ordinary activities after taxation 6,823 194 7017
Equity minority interest 48 - 48
rofit for the year 6,871 194 7,065
qqui:y dividends (1,359) 116 7 (1,243)
Profit retained for the financial year 5512 310 5822

Eamings per share

Basic ) 32.1p 0.9p 33.0p
Diluted 31.3p 0.9p 32.2p

Explanatory notes on the IFRS adjustments can be found on pages 57 and 58,
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(unaudited)

Provisional reconciliation of the consolidated balance sheet from UK GAAP to IFRS

at 31 March 2005
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UK IFRS IFRS
CAAP  adjustments  adjustments IFRS
£000 £000 Notas £1000

Fixed assets

Intangible assets 2,176 653 4 2,571

- 5 _

(258) 6 B

Tangible assets 5,739 - 5,739
7915 395 8,310

Current assets )

Stocks 920 - 920
gors 20,079 751 6 20,830
- at bank and in hand 21,501 - 21,501

42,500 751 43,251

Creditors: amounts falling due within one year 17,283 598 3 16,972

(909) 7

Net current assets 25,217 1,062 26,279

Total assets less current liabilities 33,132 1,457 34,589

Capital and reserves

Called up share capifal 447 - 447

Share premium 17,196 - 17,196
Capital redemption reserve 747 - 747

Profit and loss reserve 14,750 1457 16,207

Equity shareholders’ funds 33,140 1,457 34,597

Equity minority interest (8) - (8)

Total capital employed 33,132 1457 34,589

Provisional reconciliation of the consolidated balance sheet from UK GAAP to IFRS

at 31 March 2004

UK IFRS IFRS o
L GARP  adjustments  adjustments IFRS
£1000 £000 Notes £000

Fixed assets

Intangible assets 2,829 - 5 2,829

Tangjble assets 3676 - 3676

6,505 - 6,505

Current assets :

Stocks 1,125 - 1,125

Debtors 14,853 482 6 15335

Cash at bank and in hand 17,740 - 17,740

; 33,718 482 34,200

Creditors: amounts falling due within one year 13,379 532 3 13,119

' (792) 7

Net current assets - 20,339 742 21,081

Total assets less current liabilities 26,844 742 27,586

Capital and reserves

Called up share capital 447 - 447

Share premium 17,196 - 17,19

Capital redemption reserve 747 - ' 747

Profit and loss reserve 8,454 742 9,19

Equity shareholders’ funds 26,844 742 27,586

Explanatory notes on the IFRS adjustments can be found on pages 57 and 58,
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(unaudited)

Transitional arrangements upon first time adoption of IFRS (IFRS 1)

In preparing these provisional reconciliations, the Group has utilised two exemptions available on first time adoption
of IFRS, namely:

+ the Group has elected not to apply retrospectively the provisions of IFRS 3, Business Combinations, to acquisitions
that occurred prior to the Group's transition date of 1 April 2004 (namely the acquisition of Rubus in August
2003); and

+ the Group has elected not to apply the provisions of IFRS 2, Share Based Payments, to share options granted on or
before 7. November 2002,

Explanatory notes to the provisional IFRS adjustments

The IFRS primary financial statements have not been presented in a format consistent with IFRS but remain in line
with the UK GAAP format. However the presentation shows the material adjustments between UK GAAP and IFRS,
‘(he basis of which are as follows:

1. Revenue {JAS 18}
Travel and subsistence costs amounting to £817,000 that were recharged directly to clients dunng the year are no
longer recognised as either revenue or cost under IFRS,

2. Share-based payments (IFRS 2 and IAS 19)

Options

A charge of £319,000 has been made in the IFRS income statement to spread the fair value of share options issued
since November 2002 and still outstanding at 1 April 2004 and those issued in the year to 31 March 2005 over the
three and four year service obligations of those options. In calculating the fair value of these options, the Group has
used a Monte Carlo model using the following inputs:

Expected option life 5 — 6 years depending on vesting period
Volatility 34 — 49% depending on date of grant
Risk free rate 3.6 ~ 5.2% depending on date of grant
Dividend yield 0.8 ~ 1.2% depending on date of grant
LTiPs

LTIPs have been valued on the basis of a Black-Scholes model using the above inputs. There is no material difference
in the treatment of LTIPs under IFRS and a charge of £229,000 has been made under both UK GAAP and IFRS.

3. Holiday accruals (IAS 19)

cruing for holiday pay was not required under UK GAAP but is required under IFRS. A charge of £66,000 relating to
the movement in holidays that have accrued to Detica staff but have not yet been taken between 31 March 2004
{£532,000) and 31 March 2005 (£598,000} is recorded in the IFRS profit and loss account reconciliation.

4. Goodwill (IAS 36) ‘

Under IFRS, goodwill has an indefinite life and is only written down when an annual impairment test suggests that
the carrying value is overstated. The Rubus goodwill amortisation charge of £653,000 under UK GAAP is reversed
under IFRS following an annual impairment review of the Rubus goodwill.

5. Research and development (1AS 38)

Under IAS 38, the Group is required to capitalise and amortise the development element of R&D costs prowdmg
certain criteria (such as proof of technicat and commercial feasibility) are met. Previously under UK GAAP all R&D
expenditure has been expensed as incurred irrespective of the tests referred to above,

Most R&D undertaken by the Group is funded by ctients and therefore does not qualify for consideration.

The notable exceptions in 2005 were StreamShield where we spent £1.9 million on development of Protector and
the CSG product and our Technology Innovations and Competence Groups ("TIG") where the R&D expenditure
amaunted to £1.0 million. The Board has carefully considered the stage of development of the StreamShield
products and the TIG developments and is currently of the opinion that neither set of expenditure would qualify
for capitalisation under IFRS based on the stage of commercial feasibitlity reached.

Nonetheless, this is a sensitive area for the software and [T services sector and, as yet, no normal industry practice
under IFRS has been established. The Board will monitor how practice evolves before finalising its accounting policy
in this area. Progress in this regard will be reported with the half year results to September 2005.

Consequently, no adjustment has been made for capitalisation or amortisation in the provisional IFRS reconciliations.
presented above,
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(unaudited)

6. Taxation effect of IFRS adjustments {IAS 12)
Under 1AS 12 the following tax adjustments are required and result in a £74,000 net increase in the tax charge:

« the current year tax impact of brought forward Rubus losses amounting to a credit of £258,000 in the UK GAAP
tax charge is treated under IFRS as a reduction in Rubus goodwill;

+ adeferred tax asset is established for the holiday pay accrual; and

« the temporary difference between the recognition of the IFRS 2 charge for share based payments and the Group's
expected future tax deduction under UK tax legislation is established as a deferred tax asset under IFRS calculated
by reference to the intrinsic value of all unvested share options at each balance sheet date (including those issued
prior to November 2002 and not otherwise valued under the IFRS transitional arrangements). The resultant credit
in the tax charge is restricted to the tax effect of the cumulative IFRS 2 charge with the difference credited directty
to the (FRS profit and loss reserve.

ZaDividends (IAS 10)
‘knds are not adjusting post-balance sheet events under [FRS and can only be accrued if they have been formally
approved at the balance sheet date. This means that previously accrued dividends of £909,000 at 31 March 2005
(2004: £792,000) will be recognised in the year ended 31 March 2006 reducing the year's charge for dividends
by £116,000.




Notice of Annual General Meeting

Detica Group plc
Registered in England and Wales — No. 3328242

Notice of 2005 Annual General Meeting
Notice is hereby given that the 2005 Annual General Meeting of the members of Detica Group plc will be held at
6th Floor, 2 Arundel Street, London WC2R 3AZ on Thursday 21 July 2005 at 2.00pm for the following purposes:

Ordinary business
1 To receive and, if thought fit, to adopt the Company's financial statements and the reports of the Directors and
auditors for the year ended 31 March 2005,

2 To consider the Company’s remuneration report for the year ended 31 March 2005 and to authorise the
Remuneration Committee to fix the remuneration of the Directors.

3 To re-elect Tom Black, retiring by rotation in accordance with the Articles of Association of the Company, as an
Executive Director.

4 To declare a final dividend of 4.2 pence per ordinary share.

5 To reappoint Emst & Young LLP as auditors until the next Annual General Meeting of the Company at which
accounts are laid before the Company and to authorise the Directors to fix their remuneration,

Special business
To consider and, if thought fit, pass the following resolutions:

6 Ordinary resolution
THAT, the authority conferred on the Directors by paragraph 9 of the Company’s Articles of Association be

renewed for the period ending on the date of the Annual General Meeting in 2006 and for such period the section
80 Amount shall be £149,018.

7 Special resolution
THAT, conditicnal upon the passing of Resolution & above, the power conferred on the Directors by paragraph 9.3
of Article 9 of the Company’s Articles of Association be renewed for the period referred to in Resolution 6 and for
such period the section 89 Amount shall be £22,352.

By order of the Board

»

il
.

ek LL&.;\»\@\ :

.} John Woollhead
" Company Secretary

20 May 2005

Surrey Research Park
Guildford
Surrey GU2 7YP

Notes
1 Holders of ordinary shares are entitled to attend and vote and to be represented at the meeting, A member
entitled to attend and vote is entitled to appoint one or more proxies to attend and vote instead of him/her.

A proxy need not also be a member of the Company. The lodging of a proxy will nat prevent the member
attending a meeting if he/she subsequently decides to do so.

2 A proxy form for use by ordinary shareholders is enclosed. The instrument appointing a proxy and the authority
{if any) under which it is signed or a notarially certified copy of such authority must be deposited at the
Company's share registrars (Lloyds TSB Registrars, The Causeway, Worthing, West Sussex BN99 6ZL) not (ater
than 48 hours before the time appointed for holding the meeting.




3 CREST members who wish to appoint a proxy or proxies through the CREST electronic proxy appointment service
may do so for the Annual General Meeting to be held on 21 July 2005 and any adjournment(s) thereof by using
the procedures described in the CREST Manual. CREST personal members or other CREST sponsored members,
and those CREST members who have appointed a voting service provider(s), should refer to their CREST sponsor
or voting service provider(s), who will be able to take the appropriate action on their behalf,

In order for a proxy appointment or instruction made using the CREST service to be valid, the appropriate

CREST message (a "CREST Proxy Instruction”} must be property authenticated in accordance with CRESTCo's
specifications and must contain the information required for such instructions, as described in the CREST Manual.
The message, regardless of whether it constitutes the appointment of a proxy or an amendment to the instruction
given to a previously appointed proxy must, in order to be valid, be transmitted so as to be received by the issuer's
agent (D 7RAO1) by the latest time(s) for receipt of praxy appointments specified in the notice of meeting.

For this purpose, the time of receipt will be taken to be the time (as determined by the timestamp applied to the
message by the CREST Applications Host) from which the issuer’s agent is able to retrieve the message by enquiry
to CREST in the manner prescribed by CREST. After this time any change of instructions to proxies appointed

Q‘wrough CREST should be communicated to the appointee through other means.

REST members and, where applicable, their CREST sponsors or voting service providers should note that CRESTCo
does not make available special procedures in CREST for any particular messages. Normal system timings and
limitations will therefore apply in relation to the input of CREST Proxy Instructions. It is the responsibility of the
CREST member concerned to take (or, if the CREST member is a CREST personal member or sponsored member or
has appointed a voting service provider(s), to procure that his CREST sponsor or voting service provider(s) take(s))
such action as shall be necessary to ensure that a message is transmitted by means of the CREST system by any
particular time. In this connection, CREST members and, where applicable, their CREST sponsors or voting service
providers are referred, in particular, to those sections of the CREST Manual concerning practical limitations of the
CREST system and timings.

The Company may treat as invalid a CREST Proxy Instruction in the circumstances set out in Regulation 35(5)(a}
of the Uncertificated Securities Regulations 2001.

4 In order to have the right to attend and vote at the meeting a person must have their name entered in the register
of holders of ordinary shares of the Company by 6.00pm on 19 July 2005. Changes to the register after this time
will be disregarded in determining the rights of any person to attend and vote at the meeting.

S In accordance with paragraph 29 of Schedule 13 to the Companies Act 1985, the register of Directors’ interests in
the share capital of the Company (maintained under section 325 of the said Act) will be available for inspection at
the commencement, and during the continuance, of the Annual General Meeting,

istered office of the Company on any weekday, during normal business hours from the date of this natice until
e date of the meeting, and at the place of the meeting for a period at least 15 minutes prior to the Annual
General Meeting and during the meeting.

ipies of service contracts between the Company and each of the Executive Directors will be available at the

The Chairmen of the Audit, Nominatien and Remuneration Committees will be available to answer queries during
the meeting.

Explanatory notes ‘

Resolution 4, in view of the strong performance of the business, the Board is proposing Tom Black for re-election

as an Executive Director. Tom Black was re-elected at the 2002 Annual General Meeting, and none of the remaining
Directors has held office for more than three years without re-election {Article 79). His biography is set out on
page 20 of the Annual Report.

Resolution 7 will, if approved, renew the Directors’ authority to allot relevant securities up to an aggregate nominal
amount of £149,018 being one third of the issued share capital The Directors have no present intention of making
use of the authority sought but wish to retain the flexibility to allot relevant securities should they consider this to
be in the best interests of the Company. No issue will be made which would effectively alter control of the Company
without the prior approval of shareholders in general meeting.

Resolution 8, a special resolution, will, if approved, permit the Directors, until the conclusion of the 2006 Annual
General Meeting of the Company, to allot equity securities wholly for cash in a non-pre-emptive manner, either by
way of rights issue or in any other way up to a total nominal amount of £22,352. The amount of shares to be issued
other than by way of rights issue must be limited to a nominal value which is equivalent to 5% of the issued equity
share capital on the date of the notice of Annual General Meeting. The power will, if granted, replace the similar
power conferred on the Directors on 15 July 2004 and which lapses on 21 July 2005.
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